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PRICE WATERHOUSE & CO. E 4 


1707 L Street, N.W. 


WasuinoTon, D. C. 20036 


September 8, 1970 


To Joseph E. Seagram & Sons, Inc. 


We have examined the balance sheet of Capitol City 
Liquor Co., Inc. as of July 31, 1970 and the related statement 
of income and retained earnings for the year then ended. Our 
examination was made in accordance with generally accepted 
auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we con- 
sidered necessary in the circumstances, except as noted in the 
following paragraphs. 


The accompanying financial statements are presented on 
a going concern basis and do not give effect to the proposed acqui- 
sition of the assets of Capitol City Liquor Co., Inc. by C.C.L.C., 
Inc., as described in Note l. 


Our engagement as auditors was not until after July 31, 
1969. Therefore, we were not present to observe the physical 
inventory as of that date and we have not attempted to satisfy our- 
selves as to beginning inventories by other auditing procedures. 
Since the beginning inventory has a significant effect on the 
results of operations for the year, we do not express an opinion 
on the accompanying statement of income and retained earnings for 
the year ended July 31, 1970. 


In our opinion, subject to the effect, if any, of settle- 
ment of the legal proceedings described in Note 4, and the trans- 
action described in Note 1, the accompanying balance sheet presents 
fairly the financial position of Capitol City Liquor Co., Inc. at 
July 31, 1970, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Financial statements of Capitol City Liquor Co., Inc. for 
the year ended July 31, 1969 were not audited by us or other 
independent accountants and are included for comparative purposes 
only. 


Hace Weleifouse> #G | 


Current Assets: 
Cash 


Accounts receivable - net of allowance 
of $40,000 for doubtful accounts 


Investment in Getman Marks 


Me:chandise inventory, at lower of cast 
cr market 


Ac. ounts receivable from officer, employees 
and other 


Prepaid expenses and other current assets 


Total Current Assets 


Machinery, equipment and leasehold 
improvements, net of accumulated 
depreciation and amortization 
(Note 2) 


Total Assets 


69,743 | 


1,182,970 


2,424,140 


3,309 


25,549, 


3,705,711 


45,843 ' 


$3,751,554 
ees 


CAPITOL CITY LIQUOR CO., INC. 


BALANCE SHEET 


$ 72,823 


1,143,494 
19,013 


3,056,057 


286 
13,769 
4,305,142 


46,542 


$4,351,684 
= 


LIABILITIES & STOCKHOLDERS’ EQUITY 


Current Liabilities: 
Accounts payable - trade 


Federal and District of Columbia income 
taxes payable 


District of Columbia alccholic heverage 
control taxes payable 


District of Columbia personal Property 
taxes payable 


Accrued payrell snd commissions peyable 
Other current liabilities 


Total Current Liabilities 


Stockholders’ Equity: 


Preferred stock - 1,500 shares authorized 
and unissued 


Common stock - 10,000 shares authorized 
and issued, no par value 


Capital surplus 


Retained earnings 


Commitments and contingency (Note 4) 


Total Liabilities and Stock. 
holders’ Equity 


July 31 


1970 


— 


$1,490,258 
114,750. 
87,600 


62,965 
28,153 ° 
16,790 


1,800,716 


755,000 
223,764 


972,076 . 


1,950,838 


$3,751,554 
———— 


1969 
$2,296,685 
112,273 
85,513 


61,913 
5,092 
17,137 


2,578,613 


755,000 
223,764 


794,507 
1,773,271 


$4,351,684 
Soa 
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CAPITOL CITY LIQUOR CO., INC. 


STATEMENT OF INCOME AND RETAINED EARNINGS 


Revenues: 
Net sales 
Other income 


Costs and expenses (Notes 2, 3 and 4): 
Cost of goods sold 
Selling 
General and administrative 


Income before income taxes 


Taxes on income: 
Federal 
District of Columbia 


Net income 
Retained earnings - beginning of year 


Retained earnings - end of year 


Net income per share, based on 
10,000 common shares outstanding 


For the years ended 
July 31 


1970 


$12,897,510 


4,682 
12,902,192 


11,522,686 
523,435 


483,754 
12,529,875 


372,317 


172,400 
22,350 
194,750 
J 177,567 


794 ,507 


$ 972,074 


$17.76 


1969 


$12,678,403 


2,397 
12,680,800 


11,446,454 
480,199 
452,300 

12,378,953 
301,847 


142,161 


18,111 
160,272 
141,575 
652,932 


$ 794,507 


$14.16 


—= 


CAPITOL CITY LIQUOR CO., INC, 
NOTES TO FINANCIAL STATEMENTS 


JULY 31, 1979 


Praclivstbetniinadenesy HES nsoc sina 


Note 1 - Acquisition of Company by C.C.L.C.. the. 


Under the terms of an executory agreement dated August 18, 
1970, amended August 24, 1970, between the company and Joseph E. 
Seagram & Sons, Inc., the company will sell its property, assets and 
rights less stated liabilities at July 31, 1970 to a newly formed 
corporation, C.C.L.C., Inc. at an amount of approximately $2,550,000. 
This amount is based, in part, on the accompanying balance sheet. The 
closing date for the sale is to be within sixty days from August 24, 
1970. The sale is contingent upon C.C.L.C., Inc., meeting require- 


ments for federal and loca! licensing. 
Note 2 - Machinery, Equipment and Leasehold Improvements, at cost 


July 31 
1970 1969 


Machinery and equipment $ 30,705 $ 27,538 
Furniture and fixtures 15,255 12,524 
Trucks 37,526 36,685 
Auto 5,625 9,868 


Leasehold improvements 16,287 13,812 


105, 398 100 ,427 


Accumulated depreciation 


and amortization 59,555 53,885 


$ 45,843 $ 46,542 


_———— 


Depreciation is computed under the straight-line method 
over the estimated useful lives of the assets of from 4 to 10 years. 


Note 3 - Employee benefits 

The company has a noncontributory pension plan which 
covers all salaried employees. The cost of the plan is 
the amount necessary to purchase a life annuity payable monthly 


to an employee commencing upon his retirement date. As of July 31, 


1970, all payments required to purchase annuities for past service 
have been made. The amount charged to expense in 1970 of $26,077 
and in 1969 of $16,027 are net of cancellation credits resulting 
from employees terminating employment with the company. 


In addition, all hourly employees are covered by a 
union agreement. The company's contributions to the union's 
Health and Welfare Trust are made in accordance with the agreement 
at stipulated amounts for each man hour worked by these employees. 
Such payments aggregated $6,904 in 1970 and $6,156 in 1969. 


Note 4 - Commitments and Contingency 


In 1961, the company entered into an agreement which expires 
in 1982 with Henry D. Lee (an officer and stockholder of the company ) 
for the lease of its warehouse and office facilities. Under the terms 
of the lease, the company is required to make annual rental payments 
of $42,000, in addition to which it is liable for insurance and real 
property taxes on the premises of approximately $19,000 annually. The 
company also leases automobiles and computer equipment at an annual 
rental of approximately $27,000. These leases expire in 1972 and 
1975 respectively. 


On May 22, 1970, a complaint was filed in the United 
States District Court for the District of Columbia alleging 
negligent operation of one of the company's trucks. The suit 
claims damages for $300,000, This amount is in excess of the company's 
insurance coverage by $100,000. Counsel for the company has filed 
an Answer to the charges which denies that the driver was negligent. 
At this time, the company has not provided any amount in the 
accompanying financial statements for the liability, if any, which 
may result from this court action. 


PRICE WATERHOUSE & Co. 


1707 L Street, N.W. 


WasuiInocton,D. C. 20036 - 


September 8, 1970 


To Joseph E, Seagram & Sons, Inc. 


The accompanying supplementary information, although 
not essential for a fair presentation of the financial position 
of Capitol City Liquor Co., Inc. as of July 31, 1970, is submitted 
as additional data. In our opinion, this supplementary information, 
as it relates to data as of July 31, 1970, is stated fairly in all 
material respects in relation to the balance sheet at that date, 
which is covered by our opinion presented in the first section of 
this report. The latter disclaims an opinion on the statement of 
income and retained earnings for the year ended July 31, 1970 for 
the reasons cited therein. Accordingly, we do not express an 
opinion on the five-year statements of income and selling, general 
and administrative expenses included herein as Exhibit A and B 
respectively, or other financial information included herein 
relating to such periods. Our examination was made primarily for 
the purpose of forming an opinion on the balance sheet as of 
July 31, 1970, and included such tests of the accounting records, 
from which the supplementary information for the year then ended 
was compiled, and such other auditing procedures as we considered 

necessary in the circumstances. 
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History and stockholders of company 


Capitol City Liquor Co., Inc. (formerly House of Stover, Inc.) 
was incorporated in September 1941 in the State of Delaware. Prior to 
that date, the company operated as a liquor division of Holly Stover, 
Inc., a commissioned merchant. In 1941, the company became a wholly- 
owned subsidiary of Belvedere Corporation, a subsidiary of Joseph E. 
Seagram & Sons, Inc. Subsequently, Calvert Distillers Company acquired 
all the outstanding common stock from Belvedere. Calvert later sold 
49.9% of their holding to Joseph E. Seagram & Sons, Inc. and 50.1% 
equally to Nathaniel Tyler and Henry D. Lee. In 1960, Henry D. Lee 


acquired the Seagrams and Tyler holdings, and became the sole stock- 
holder. 


Present stockholdings are as follows: 


Shares Percentage 
Henry D. Lee 3,047 30.47 
Harold S. Lee 2,690 26.90 


Arthur Lee (Son of Henry) 1,827 18.27 


Eric Lee (Son of Harold) 1,155 11.35 
Lester Lee (Son of Harold) 1,155 11.55 
Alan Lee (Son of Arthur) 63 .63 
Susan Lee (Daughter of Arthur) 


Highlights of operations 


Five year statements of income and selling, general and 
administrative expenses are included as Exhibits A and B, respectively. 
In addition, a listing of the company's inventory product lines is 
included as Exhibit C. 


With respect to more recent operations, the company, during 
the year ended July 31, 1970, experienced a 2% increase in net sales. 
This increase was due to increased sales volumes (resulting from a 
more expanded product line) and increased sales prices. At the request 
of the James B. Beam Co., the company will discontinue serving as a 
distributorship for Beam products, effective October, 1970. 


® it 


This product line has, in the past, contrit’ted significantly to the 
sales of the company, i.e., sales exceeded $1,000,000 in each of the 
years 1969 and 1970. No reason was given to Capitol City Liquor Co., 
for this action. 


Major competitors (and related information) which are located 
within the District of Columbia are as follows: 


Information Obtained From 
Dun and Bradstreet 


Business Number of 
Name of Wholesalers Commenced Sales Emp loyees 


(000) 
Austin, Nichols & Co., Inc. (2) (2) 
Beitzell & Co., Inc. 1919 $20-25 ,000 
Sterling Liquor Distributors (1) (1) 
Washington Wholesale Liquor Co., Inc. 1946 6,000 
Forman Bros., Inc. 1946 16,000 | 
Globe Distributing Company 1933 12 ,000 nin’ 
House of Wines Incorporated 1942 2,900 


International Distributing 
Corporation 


cae Dep ing } 1969 8,000 30 
Lawrence D. Rose & Co. (2) (2) (2) 
Kronheim, Milton S. & Co., Inc. 1933 $25-26,000 110 
Montebello Liquors, Inc. 1933 10,000 ~* 70 
Middle Atlantic Distributors 1942 $6-7,000 40 
Majestic Distilling Co. (1) (1) (1) 
George M. Mason Co. (1) (1) (1) 


(1) Information not available at the date of this report. 


(2) Information not included in report received from 
Dun & Bradstreet. 
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At July 31, 1970, the company had 63 officers and employees, 
categorized as follows: 


Officers ~ 6 

Office employees - 9 
Salesmen - 16 

Warehouse personnel - 32 


Cash and working capital position 
The company's cash and working capital position at the end 
of each of the past five years was as follows: 


1966 1967 


Cash 67,314 6 76,986 $ 67,030 § , 72,523 9 69,743 
OOO O—=——E—E— 


=— ee soe EEE 


Current position: 
Current assets $3,132,779 $3,325,470 $3,069,005 $4,305,142 $3,705,711 


Current liabil- 
ities (1,799,098) (1,888,278) (1,487,912) (2,578,413) (1.800, 716) 


ean aemenene NRC LY, 


$1,333,681 $1,437,192 $1,581,093 $1,726,729 $1,904,995 
. —— ———— 


=—eeeeeS eT 


Working Capital Ratio 1,.74:1 1.7631 2.06: 1 1.67:1 2.06:1 
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In the fiscal year ending July 31, 1970, the minimum cash 
balance occurred at August 31, 1969 in the amount of $65,045. The 
maximum cash balance occurred at May 31, 1970, in the amount of 
$241,474. 


Accounts receivable - trade 


Accounts receivable at July 31, 1970, aggregated $1,222,970 
which represents the total of approximately 780 open accounts. In- 
cluded in this amount are the following receivables from major supp.ters: 


Seagram - Distillers Company $ 41,159 
General Wine and Spirits Company 45,822 
Four Roses Distillers Company 12,598 
James B. Beam Distilling Company 


1,176 


$100,755 


The above items represent the major debit balances in 
trade accounts payable which collectively amount to $103,000. These 
balances were reclassified for financial statement purposes. 


The company maintains sales offices at their warehouse loca- 
tion. Salesmen are paid on a straight commission basis. The company's 
sales terms do not include provision for cash discounts and, in addition, 
require payment by the 15th of the month following the issuance of a 
statement of account at the end of each month. This procedure permits 
a maximum extension of credit of 45 days. Accounts not collected 
by the 20th of the following month are placed on a C.0.D. basis until 
collected. Concurrent with the placement of accounts on a C.O.D. basis, 
the company notifies the Alcoholic Beverage Control Board as to the 
delinquent accounts. 


An estimate of the aging of trade receivables at July 31, 
1970 is as follows: 


0 - 45 days Over 45 days Total 
$1,066,000 $157,000 $1,223,000 
————— 
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Through August 31, 1970,$878,000 of trade accounts 
receivable had been collected of which $16,000 is applicable to "Over 
45 days" accounts. 


The three largest accounts included in "Over 45 days" are 


as follows: (all over $7,500) Placed on 
Balance Cc.0.D. 


#pex Liquors, Inc. $20,507 January 1976 
Clark's Liquors, Inc. 17,145 April 1970 
Star Liquors 46,044 August 1969 
$83,696 
es 
Both Apex and Clark Liquors are making monthly remittances 
against their respective balances. The company and Star Liquors have 
not as yet reached agreement as to a plan of liquidation of the 
amount owing Capitol. All three of these companies are presently 


purchasing from Capitol on a C.0.D. basis. The company is currently 


reducing the amount due from Star Liquors by offsetting sales promo- 
tion discounts which otherwise would be available to them, With 
respect to those delinquent accounts under $7,500, the company is 
receiving periocic payments or, in sume cases, has filed suits to 
recover these amounts. 


Listed below is the bad debt write-off experience for the 
last five years. 


Percentage 
Year Amount of sales 


1970 $ 1,877 01 
1969 25,574 4 
1968 54,059 

1967 12,898 : 
1966 3,830 .03 


The 1968 write-off was attributable, for the most part, to 
two of the company's customers who went out of business in that year, 
i.e., Becker Liquors and Singer Liquors. In addition, a portion of 
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the write-off was due to business failures resuiting from the civil 


disturbances in Washington, D.C. during this period, the effect of 
which extended into 1969, 


In management's opinion, che allowance of $40,000 for doubt- 
ful accounts is adequate to provide for any bad debt losses related 
to trade receivables as of July 31, 1970. 


Merchandise inventory 


The company values its i.» itory on a first-in, first- 
out basis. The year end balances in inventory and turnover statis- 
tics for the past five vears follow: 


Inventory 
Year . Amount Turnover (1 


1970 $2 424,140 4.2 
1969 3,056,057 4.6 
1968 1,899,942 5.7 
1967 1,926,035 5.8 
1966 L, 922,860 6.5 


(1) Cost of Sales/Average Inventory 


Purchases from major suppliers during the past two years follow: 
Seagram - Distillers Company $4,824,399 $6,242,411 
General Wine and Spirits Company 1,036,445 1,144,867 
Four Roses Distillers Company 581,891 694 ,039 
Frankfort Distillers Company 540,589 459,066 
James B. Beam Distilling Company 1,058,895 1,068,210 
J. M. McCunn & Compeny 246,602 254,777 
McKesson Liquor Company 232,785 340,692 
Paul Masson 382,513 402 ,321 


Prepai? expenses and other current assets 


Prepaid insurance $23,123 $11,415 
Prepaid licenses and taxes ; 2,028 . 1,900 
Prepaid promotion expense Lil - 

Gasoline inventory 287 454 


$25,549 $13,769 


The company's insurance coverage in force at July 31, 1970 
was as follows: 


Face amount 
Description of policy of coverage 


Fire and Lightning and 
extended coverage (policies 
expire 4/15/71): 
Newark Insurance Company $1,000,000 
National Union Fire Insurance Company 450,000 
Signal Insurance Company of Los Angeles 250,400 
Bowles and Company 100,000 


New H hire Insurance Company 375,200 
Bowles 4 Company 274 ,400 
$2,450,006. 


Difference in Condition (expires 4/15/73): 


National Union Fire Insurance Company 
Wareheuse $300,000 
Other location except in transit 20,000 
In transit - common or public carrier 50,000 
In transit - owned vehicle 20,000 
$390,000 
a ad 

Accounts Receivable (policies expire 11/5/72): 

Sun Insurance Company $ 875,000 
Aetna Insurance Company 875,000 
$1,750,000 
——————— 

Workmen's Compensation (expires 12/1/70) 
Lumbermen's Mutual Casualty Company Statutory 
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Face amount 


Description of policy of coverage 


Automobile and Truck (expires 12/9/72) 


Lumbermen's Mutual Casualty Company 
Comprehensive Auto Liability 


Property Damage 
Auto Medical Expenses 


Uninsured Motorists 
Automobile Physical Damage Hazards 


General Liability Hazards 
Warehouse 


Contractual Liability 


Personal Injury Liability 


Comprehensive Personal Insurance 
covering: 


Henry D. Lee 
Arthur L. Lee 
Lester A. Lee 
Eric R. Lee 
Harold S. Lee 


Blanket Crime (expires 12/5/72) 


Lumbermen's Mutual 
Casuaity Company 


Business Interruption (expirin 
705791 and Lyo6sTly ne 


National Union Fire Insurance Co. 


Bodily injur 
$200,000/$1, 000 , 000 


$50,000 each occurrence 


$2,000 each person 
(commercial 


-$5,000 each person 
(private) 


$10,000/$20,000 


Any one owned auto. -ACV 
All owned autos- 
1 location-$100,000 


Bodily injury- 
$200,000/$1,000,000 


Property damage- 

$50,000 

Bodily injury- 
$200, 060/81, 000,000 


Property damage- 
$50,000 


$200 ,000/$1,000,000 


Liability-$200,000 
each occurrence 


Medical payments - 
$500/$25,000 


Property damage - $250 


$150,000 


$500,000 (which 
includes: 
sprinkler leakage 
vandalism and malicious 
mischief 
fire and lightning 
and extended coverage 


Federal Insurance Company 


Group Hospitalization (year to year 
ie Ae 


State Mutual Life Assurance Co. of 
America 


Accidental Death and Dismemberment 
(year to year renewal) 


Connecticut General 
Life Insurance Co. 
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$125,000 (which 
includes: 
sprinkler leakage 
extended coverage 
vandalism and malicious 
mischief 
fire and lightning and 
extended coverage) 


All non-union employees 
having completed 6 months 
service. 


All non-union employees 


Machinery, equipment and leasehold improvements 


The company uses the straight-line method in depreciating 
all fixed assets and leasehold improvements. 
assigned to these assets are as follows: 


Estimated useful lives 


Machinery and equipment - 10 years 
Furniture and fixtures - 6 to 10 years 
Trucks and auto - 4 years 


Leasehold improvements 10 years 


E 
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A summary of fixed assets, by year of acquisition, is as 


follows: 


Fiscal year 
Class acquired 
Machinery & equipment 1965 and prior 


1966 
1967 
1969 
1970 


Furniture and 
fixtures 1969 and prior 


Trucks 


Automobile 1968 


| Leasehold : 
improvements 1966 and prior 


1967 
1968 
1969 
1970 


Accumulated 
depreciation 
and 


amortization 


$11,464 
752 
1,408 
1,514 
138 
15,276 


Net 
book value 


July 31, 1970 
$ 1,972 
807 
2,348 
7,273 
3,029 
15,429 


$ 1,810 


4,872 


6,682 


Accounts payable - trade 


The major vendoss included in accounts payable - trade were 
as follows: 


Seagram - Distillers Company § $859,332 
General Wine and Spirits Company 218,959 
Four Roses Distillers Company 31,222 
Frankfort Distillers Company 99,199 
James B, Beam Distilling Co. 73,626 
J. M. McCunn and Co. 33,970 
McKesson Liquor Company 53,732 
Paul Masson 25,205 
Park Avenue Imports 32,325 
Browne - Vintners 16,678 
Other (all under $10,000) 46,010 

$1,490,258 


—— 


Accrued payroll and commissions payable 


Accrued payroll $22,678 
Commissions 


54475 


$28,153 
—— 
Included in accrued payroll at July 31, 1970 are bonuses of 

$19,193 to be paid in August and September, 1970. Of this amount, 
$12,800, equivalent to two months salary, represents officers' bonuses. 
The remainder is attributable to bonuses for office, warehouse and 
sales personnel which vary in amount from one week to one month 
per employee. The practice of paying bonuses has been in effect 
for a number of years. 


Salesmen are paid on a straight commission basis. The amount 
of commission to be paid is determined by segregating sales into two 
primary groups -- bar sales and packaged goods sales. A rate of 4% is 
earned on bar sales. For packaged goods sales the company categorizes 
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commissions into 13 sub-groupings, with commission rates varying from 
20¢ to $6.00 per case. Salesmen draw on their commissions during the 
month usually on or about the 15th and the 30th of each month. 


Federal and District of Columbia income taxes payable 


Federal income tax returns of the company were last examined 
by Internal Revenue Service (1.R.S.) for the fiscal year ended 
July 31, 1966. No additional assessment of taxes was made by the 
I.R.S. as a result of this examination. District of Columbia (D.C.) 
income tax returns have not been examined in recent years. D. C. 
income tax regulations provide for a rate of tax on taxable income 
of 6%. The amounts payable at July 31, 1970, were as follows: 


Federal $ 92,400 
bc. 


22,350 


$114,750 


See 


Since inception, the company has been on the direct write-off 
method for the deduction of bad debts for federal income tax purposes. 
Consequently, the allowance for doubtful accounts of $40,000, which was 
established for book purposes over the years 1948 through 1955, has not 
been deducted for income tax purposes. The accompanying financial state- 
ments do not include recognition of the tax benefit of the allowance for 
doubtful accounts which may be realized if the company were to apply for 

and be granted the authority for changing to the reserve method. 


At July 31, 1970 the company does not have any net operating 
losses or other tax credits which may be carried over as an offset against 
future federal or D. C. taxable income. In recent years, net income 
before income taxes as shown by the books of account agrees with taxable. 
income as reported in its federal income tax return. 


District of Columbia alcoholic beverage taxes payable 


Alcoholic beverage taxes in fiscal year ended July 31, 1970 
aggregated $1,240,663, of which $87,800 remained unpaid at year end. 
The tax rates applied to gallons relieved from inventory are as follows: 


~ tha 
Per Gallon 


Wines 14% and under 

Wines over 14% 

Champagne & Sparkling Wines 
Spirits 


The Alcoholic Beverage Control Board (ABC) requires that a physical 
inventory be taken at the end of each monthly period. The amount of 
tax based on withdrawals is payable on or about the 15th of the 
following month. The last ABC review covered the period of November 
1, 1968 through November 30, 1969. As a result of this review the 
company was required to pay an additional tax of $1,890. 


District of Columbia personal property tax payable 


Personal property taxes were assessed at a rate of $2.40 per 
$100 of assessed value on tangible personal property of the company 
at July 1, 1970. The amount payable of $62,965 at July 31, 1970 is to 
be paid in equal installments on September 15, 1970 and March 15, 1971. 


Other current liabilities: 


Composition of this caption at July 31, 1970 is as follows: 


Employee withholdings 

Discounts payable 

Accrued vacations (union & non-union) 
Accrued payroll and sales taxes 
Accrued real estate taxes 


$16,790 


The company, as a part of their regular saies promotions, 
offers to all customers various discounts from normal sales prices. 
Discounts are calculated at the end of a promotion period. Amounts 
due are liquidated as credits to accounts receivable rather than cash 
disbursements. Both categories of vacations (i.e., union and non- 
union) represent the remaining amount of vacations earned during the 
year ended July 31, 1970 and not yet taken. 
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Pension plan 


On July 18, 1958 the company established a group annuity 
plan which provides a life annuity for the benefit of non-union 


employees. The plan does not require contributions of the employees 


and does not provide for any vested benefits until the date of 
retirement, unless the plan is cancelled,in which case all annuities 


purchased vest with the employee. 


The amount of annuity to be received after attainment of 
the normal retirement age of 65 is determined by aggregating the 
future service and past service annuity units purchased by the 


company at the following rates: 


Future service - 1% of $4,200 of annual earnings, 
plus 1-1/2% of the annual earnings 
in exeess) of $4,200. 


Past service 1/2 of 1% of the employee's annual 
earnings at May 1, 1958, multiplied 
by the number of complete years of 
service prior to May 1, 1958, exclusive 
of the first two years service and any 
service prior to the employee's twenty- 
fifth birthday. 


All past service annuity benefits were purchased on or before 
May 1, 1968. 


Union agreement 


The company is a party to an agreement dated April’ 13,) 1970 
between the Association of D.C. Liquor Wholesalers, Inc. and the 
Drivers, Chauffeurs, and Helpers Local No. 639 of Washington, D.C., 
a local union affiliated with the International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen and Helpers of America. The term of the 
agreement is March l, 1970 to and including February 28, 1973. 


«“ 6 = 


Certain provisions of 


Wages 


the Agreement follow: 


March 2. 1970 


(per hour) 


March |, 1971 


ee Sen 
(per hour) 


Maret 1. 1972 


(per hour) 


e459 
$3.40 
$3.30 


Drivers - Tractor-Trailer Seo 


$3.60 
$3.50 


$3.95 
$3.80 
$3.70 


Drivers - Straight and Panel 


Helpers and Warehousemen 


Vacations 


For new hires the agreement provides that union employees shall 


be entitled to receive the following vacations with pay: 


for 
for 
for 
fox 


vacation 
vacation 
vacation 
vacation 


1 week's 
2 weeks’ 
3 weeks ' 
vs 


eG me 
% WeEeX<s 


l year of service. 

3 years of service. 

10 years of service. 
20 years of service. 
Any employee hired prior to the date of the agreement will 


receive 2 weeks' vacation after 2 years of service in accordance with 


the prior union agreement. For years of service in excess of two, 


vacation benefits are similar to those shown above. 


Health and Welfare Contributions 


1970, health and welfare contributions as 


stated in the agreement were established at 17¢ per hour of work in 


Beginning April 1, 


each payroll week by the employee, temporary or regular, covered by the 


Agreement. Such payments will be increased to 22¢ per hour effective 


Maren 1, 49/1. 


Commitments 


The company has entered into the following lease agreements: 


Lease 
expires 
1967 


Annual 
rental 


$42,000 


Lessor 


Property leased 


Lee 


Building and warehousing 
facilities 

General Electric elec- 
tronic data processing 
equipment 


Automobiles - (four) 


Henry Db. 


Washington, D.C. 


Systems Capitol 
Corporation 
Philadelphia, Pa. 


Senate Auto Leasing 
Washington, D.C. 


1972 


$20,000 


§ 6,885 
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The company has the option to purchase the electronic data 
processing equipment after the completion of the fourth year of its 


lease. The purchase price would be determined by reducing the aggre- 


gate value of the equipment (which is $94,650) by an amount of 40% of 
rents paid but not to exceed 50/7 of the aggregate value of the equip- 
ment. The company may terminate the lease at anytime upon at least 
90 days prior written notice. In the event the lease is terminated, 
the lessee is required to pay all remaining rentals for the current 
term, discounted at the then average prime rate of the four largest 
New York City banks, compounded monthly. 
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CAPITOL CITY LIQUOR CO., INC. 


LISTING OF INVENTORY 
AND 


QUANTITIES SOLD DURING FISCAL YEAR 1970 
(BY PRODUCT LINE) 


Plaintiffs’ Exhibit 4 


Memorandum from T. P. Hawe to H. Fieldsteel 
(November 22, 1972) 


ee Ct eg Le a eee 


mae is se : 


Ur. Harold Fieldsteel f RXPHBIT November 22, 1972 ee 
Bm, DOT. COM : pee 

Thomas P. Have ace or Mm BW: 
' - wins mee 

Eddy & Fisher Bi : , ee 
| Se : 

4 . 

Arthur Rubin and his accountant visited with me November 21. I eae 
reviewed the status of negotiations with Larry Paley and reviewed vane 
the projections on the new Eddy & Fisher which I summarize below: ; res 


1. The agreement with Paley is a consideration 
of book value + $275,000 goodwill for a 
total price of some $1,075,000. $75,000 
of the goodwill will be paid in five annual 

{nstallments of $15,000. 


Final approval from Bacardi is pending their 
review of the pro-forma new Eddy & Fisher 
financial statements. 


Assuming Bacardi approval, the deal is 
excellent for Rubin senerating $50,000 a 

-year in post tax income on a $200,000 equity 
investment. 


The $1,000,000 purchase price required at 
closing is expected to be financed as follows: 


Equity $200,000 


Long-term Bank Debt 500 ,000 


300,000 


Short-term Boan Paley 


Richard Goeltz will organize the $500,000 bank 
loan which I expect will present no difficulty. 


BEST COPY AVAILABLE 


> ' 
ete ee gitar Mae awe, e d 


The short-term loan from Paley is self- 
liquidating in that the deal is an asset 
transaction and Eddy & Fisher collects 
$1,000,000 in receivables during January 
against which $600,000 of payables ordinarily 
become due for payment. 


On 3 continuing, basis, I agreed that Seagram 
will support the acquisition by granting credit 
extension of $300,000 (to be reduced $62,000 

a year for five years) to be utilized for no 
more than three imonths 4 year and is not to be 
used as a substitute for existing short-term 
yorking capital financing. 


I feel quite confident the deal will go through as planned in January. 


/g4 


ce: Mr. Jack Yogman 


Plaintiffs’ Exhibit 7 


Letter Agreement Between Capitol City Liquor Company, 
Inc. and Joseph E. Seagram & Sons, Inc. (August 18, 1970) 


TELEPHONE 


TTS 7 572-7191 


AREA CODE 212 


Joseph E. Seagram&Sons.duc. & 33 


EXECUTIVE OFFICES 
2? 


375 PARK AVENUE* NEW YORK, N.Y 10022 
Distillers Stnce 1857 
August 18, 1970 


“ss 

EXHIBIT. .. 
{. B DIST. Cotpar 

Capitel City Liquor Company, Inc. & 0. OF N.Y 

645 Taylor Street N. E. 

Washinaton, D. C. 


& 
Dear Sirs: : , a ‘ 


We are writing with reference to our understanding and agreement 
regarding the purchase of your assets. In consideration of the 
mutual promises herein contained, it is agreed and covenanted as follows: 


is The purchase price for all of your property, assets and rights, 


less stated liabilities, shall be $2,513,000 plus or minus any 
change in book value, between April 30, 1970 and July 31, 1970. 
Said increase or decrease in book vdue shall be computed by 
price Waterhouse in accordance with generally accepted account-— 
ing principles consistent with your past reporting procedures. 


Purchaser shall receive a lease on the building presently occupied 
by Seller for 5 years, renewable at Purchaser's option for an 
additional 5 years, on a nee lease basis at a monthly rmtal of 
$5,000; Lessee to be liable for all taxes. 


Purchaser shall pay the consideration described above in cash 
at the time of closing. 


Seller and each of its principals warrant that they will not 
compete in the wholesale liquor business for a period of 5 
years in any areas now served by Sel. 


From the date of this Agreement until the closing date Seller will. 
to the best of its ability, conduct its business diligently in 
substantially the same manner as heretofore conducted and use 
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their best efforts to preserve intact its sales force and its 
relationship with customers and suppliers. In essence, the 
Seller will act as Trustee in continuing said business for 
the benefit of Purchaser until the day of closing. 


To induce Purchaser to acquire and pay for the property, assets 


and rights to be conveyed herein, Seller warrants, represents 
and guarantees that: 


ae All Federal, state and local tax returns and reports re- 
quired by law to have been filed have been lawfully and 


properly prepared and duly filed and all taxes, assessments 
and fees have been paid. 


There are no lawsuits, actions or proceedings in progress, 
pending or threatened against Seller. 


Seller has no liabilities or obligations of any nature, 
contingent or otherwise, other than (1) those stated in its 
audited balance sheet for July 31, 1970, and (2) those 
incurred in the ordinary course of business between July 
31, 1970 and August 31, 1970. 


Seller has good and marketable title to the property, assets 


and rights to be conveyed herein and has authority to make 
said conveyance. 


The inventory as stated in the audited financial statements 
of July 31, 1970 will be retained intact thereafter except 
for purchases and sales in the ordinary course of business. 


Seller will continue to exist as a corporate entity for a 
period of not less tnan six months following this conveyance 
of its property, assets and rights. 


The accounts receivable as of August 31, 1970 will be fully 
collectable in the ordinary course of business except to 
the extent of the reserve for bad debts as of July 31, 1970. 


From the date hereof, through and including the closing date, 
Seller will not: 
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Engage in any sales or operating activities which are 
inconsistent with either the local laws and regulations 

of the jurisdiction of Washington, D. C. or with standards 
established and promulgated by Joseph E. Seagram & Sons, Inc. 


Incur any obligations or liabilities absolute or contingent 
other than current liabilities and obligations in the 
ordinary course of business. 


Sell, assign or transfer any of its assets, or cancel any 
debts or claims, other than in the ordinary course of 
business. 


Change, alter or impair the physical contents or character 
of its assets, including inventory, so as to materially 
affect the nature of its business or materially and 

adversely change the total dollar valuation of such property. 


Enter into any transaction or transactions other than in 
the ordinary course of business, unless referred to herein. 


Seller herein conveys to Purchaser the sole and exclusive right 
to the use of the name "Capitol City Liquor Company, Inc." and 
shall take all necessary action to change its name to one having 
no similarity to "Capitol City Liquor Company, Inc." 


An adjustment in the consideration will be made for any decrease 
in book value occurring between July 31, 1970 and the date of 
closing. 


All representatiors and warranties of Seller, pursuant to this 
Agreement, shall survive the closing date. 


The closing shall take place on August 31, 1970 at 375 Park 
Avenue, New York City. 


Harold Lee shall serve as an unpaid consultant for any length 
of time required by Purchaser for a period not to exceed 90 
days. 


Seller shall furnish Purchaser with a corporate resolution 
authorizing this sale, proof of stockholder approval of the sale 
and any other documents necessary to facilitate the conveyance. 
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14. Between the date hereof and the closing, Seller will afford the 
representatives of Purchaser free and full access to its 
premises, properties, books and records. 


Seller agrees to indemnify Purchaser against and to pay any loss, 
damage, expense, claim or other liability incurred or suffered by 
Purchaser by reason of the inaccuracy of any warranty or representation 
of Seller contained herein. 


It is understood that Joseph E. Seagram & Sons, Inc shall have the 
right to assign this Agreement to any other person, persons, or 


corporation. 


If the foregoing correctly sets forth your understanding of our 
Agreement, please so signify by signing in the space provided below. 


Very truly yours, 


“ 


JOSEPH E, SEAGRAM & SONS, INC. # 
/ w pe 


¢ 
ata ef 2 
~ 


ee 


/ es 
By | a (ai pai age i 


ACCEPTED AND AGREED TO THIS 
18th DAY OF AUGUST 1970 


CAPITOL CITY LIQUOR COMPANY, INC. 


ee Ra 
eo é ae 7S “ae 


LPF } 
Se ag ae oe 


Individually 
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Amendment to Letter Agreement Between Capitol City 
Liquor Company, Inc. and Joseph E. Seagram & 


Sons, Inc. (August 25, 1970) 


TELEPHONE 
872-7191 


ee 
Joseph F. Seagram & Sons,duc. * °° 


& EXECUTIVE OFFICES 
» 
oa 


375 PARK AVENUE* NEW YORK, N. Y VTE02Z2 


Distillers Strcoe 1852 


August 25, 1970 @Qiecyce 


~- ERMIBIT 
2.5. Dist. 
Capitol City Liquor Company, Inc. & D. or N. Y¥, 
645 Taylor Street, N.E. 


Washington, D. C. , 
Dear Sirs: : 


We are writing with reference to our Letter Agreement dated August 
Lea, 1970. 


In consideration of the mutual promises herein contained and other 
good and valuable consiaeration, the receipt of which is hereby ack- 
nowledged, said Agreement of August 18, 1970 is amended and modified 
as follows: 


Le Paragraph 1 shall be amended to read that all due consideration 
shall be given to the advice and counsel of Granet and Granet 
with regard to book value computations. In the event of 
discrepancies between Price Waterhouse and Granet and Granet 
computations, Joseph E. Seagram & Sons, Inc. shall have 
absolute and final discretion to determine the binding 
figures. 


Paragraph 2 shall read that lessee is to be liable for main- 
tenance as well as taxes and that Lessor's obligations in 
connection with said lease are to be restricted to structural 
repairs and replacements. Lessee agrees to maintain insurance 
in the amount of $750,000 on the building together with li- 
ability insurance and will name Lessors as co-beneficiaries 

of said policies. 


Paragraph 3 shall be stricken in its entirety and in lieu 
thereof it should read that the consideration of $2,513,000 
shall be placed in escrow on August 31, 1970 with Riggs 
National Bank. At the closing said consideration shall be 
adjusted for changes in book valve pursuant to paragraph 1 

of this Agreement. Seller shall se entitled to any interest 
earned on said escrow balance. 


ral a 
(o/ 


Paragraph 4 shall be stricken in its entirety. 


Paragraph 6f shall be amended to read that should the corporation 
commence liquidation in less than 6 months and fail to retain 

at least $500,000 in net assets, all shareholders of Seller 

agree to personally guaranty performance of all warranties, 
covenants, representations and agreements contained herein. 


Paragraph 9 shall be amended to read that notwithstanding the 
content thereof, no adjustment shall be made for any decrease 
in book value attributable solely to operating losses not to 
exceed $5,000 incurred during the month of August 1970. 


Paragraph 11 shall be amended to read that the closing will 
take place on or about the day after the transfer of Seller's 
liquor licenses is effective. Said closing in any event shall 
not be deferred more than 69 days from the date hereof with 

the understanding that the effective date remains July SL, 1970. 


The closing of said sale of assets is conditioned upon, and shall 
not occur until, Chester Carter's new corporation, C.C.L.C., Inc. 
is approved as a licensee by the federal and local authorities. 
Inasmuch as said approval cannot be obtained until sometime in 
September 1970, the consideration shall be placed in escrow in 
Riggs National Bank, Washington, D.C. on August 31, 1970 so that 
you will receive interest from said date regardless of the actual 
closing date. 


If the foregoing correctly sets forth your understanding of these 
amendments and modifications, please so signify by signing in the 
space provided below. 


Very truly yours, 


JOSEPH E. SEAGRAM §& INC. 


f 


ACCEPTED AND AGREED TO THIS 
25th DAY OF AUGUST 1970 


CAPITOL CITY LIQUOR COMPANY, ee 


Individually 


Individually 


Plaintiffs’ Exhibit 10 


Agreement Between Seagram Distillers Co . any and 
Capitol City Liquor Company, Inc. (August 1, 1970) 


St 
TINS ACREEMENT made this 24... day of ... 25% 119 79 by and 
between SEAGRAM DISTILLERS COMPANY (a Division of JOSEPIT KE. SEACKAM & 
SONS, INC.) of 375 Park Avenuc, New York, New York 10022, hereinafter called “Scagrain” 
ane .. CACTIOL. CITY Live 


hereinalter € acted “Distuibuto.’— 
WIITNESSETH: 


WHEREAS, Soacrun has the sole and exclusive right to distribute within the 
United States the alcohotic beverages produced by Joseph E. Seagvam & Sons, Inc., and others, 
and the sole and exclusive right to import into ond sei! in the United States certain other alco- 
holic beverages, and 


WIIEREAS, Distributor represents and warrants that it is a licensed distributor 


of alcoholic beverages in the State of... ¥9S4-B ACN, Ds. Ce , holding the neccssary 
Federal, State and local pennits authorizing Distributor to distribute alcoholic beverages 
therein, and that there are no actions pending or contemplated within the knowledge of 
Distributor that would in any way jeopardize any of said licenses, and 


WHEREAS, Distributor desires to act as a distributor in said State of the alcoholic 
Yeverages handled by Seagram and set forth in Schedule A attached, 


NOW, THEREFORE, in consideration of the premises and the mutual covenants 
herein contained, the parties hereto AGREL AS FOLLOWS: 


‘% ' ; bec ne 
1. Appointment. Seagram hereby appoints Distributor as a distributor of the 


brands of alcoholic beverages (hereinafter called the “Products”) sct forth in Schedule A. 
Distributor shall be primarily responsible for distributing Products within the following termi- 


tory (hereinafter called the “Territorv”) in the State of ..Urshington, De. Cy .- +--+ ++ 


of Products in the Territorv. 


9. Acceptance. Distributor hereby accepts the appointment as such Distributor 
and will sell and distribute the Products only to retail licensces. 
Pd 


ECUCDULE “Ae 


Scacrem yv .9) 

Seasran 7 Crown 
Stesran Pxtta Dry Gin 
S2azreq Crowa Rovnl 
cg Pipers Sectch 
Denehuarz Lourpon 


8. Purchases. “d-riog the term of this ayrcement, Serer ur ¥. * sell to Distridu- 
tor and Distributor will er ciese from Seagram, Products in such ovar tities as are neccessary 
to mect the demanc ‘hy - (5e Yerritory. 


Seagrar will ih Praduets to Distributor ta the “ect a? Seagram's obility; 
provided, however, tie oar come Products may not alwevs re eye Mle to AY cll orders 
and Seagram may Wor sCutor such prope won af the avec yble sunpues of Proc uc’s 
as Seagram sili deeice in '. Sscretion. If Scagram sho" he. ssecial packages or spec a 
packaging at any tims. ' y of special packages or specs. caging unc the allocation 
thereo? shall be matcrs ov ce the discretion af Seagram, Searcy oc erwes the right not to 
ship any orders received v.' sie such orders would result & «> ‘nyietowy in the hands of 
Distributor crester than 2 -5-lay inventory, based an the - sales af Products by Dis- 
tributor for the six months i m7diatcly preceding or, at Se ion, for the corresponc- 
ing period in the prior year 


oreo 


4. Prices. The pnees at which Seagram shall s:} i» Products to Distribute: °-*~ 
the prices at which Seag: » shall repurchase Products shal. vo the prices in effect at the ¢.- 


of shipment by Seagram ' “yistributor. Seagram may changy,: 3 7° ‘ses, in is sole Ciscreticr 
from time to time on wr’ * or telegraphed notice, except thet any Puce change brouc)* 
about by taxation may be acermplished without such notice. *e the event Seagram s.a. 
recuce its prices, except for tx ehanges and temporary price ode or peric cs ot fo eyreec. 
€9 days, during the term hereof, S. vcram will give a oor stocs sujustment to Distnibe 


*s inventory then on hand, pros ‘2d such may be lawfully accomplished. 


5. Terms of Purchase and Sale. Terms of payments sti sulated by Seagram o 
| 

each invoice to Distributor shall represent the terms of payne) with respect to Produc + 

covered by such invoice and shall be of te essence of this contact. The amount and terms 


€ credit extended by Seacren to Distributor shall be in the sole discretion of Seagran. 


6. Distributor’s Covenants. Distributor covenants that it will: 


(a) spend, of the time anc effort of his em-sovees. and of advertising. sales 
promotion and deal participation dollars and effort, no lessr~ cercentage “au the pe: .ontage 
which Distributor’s gross profit on sales of Products is of stribetor’s ross profits or oral 
sales; 

(b) cause its salesmen personally to call por all retailers (within the ~7t- 
tory and whose business Distributor nonnally solicits) at reasonable intervals and atte: >" © 
sei) them Products; 


(c) (i) maintain a well-trained sales fo-ce. ‘afenvn’s to service all of D:s- 


tibutor’s customers, to pre: .ote the sale of Vreduets inthe “ests. yo! hoop said eace fee"? 


« 


2 
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: : 1 
fully informed as to Seagram policics, and (iii) continually train said sales force to promote 
tho sale of Products in a manner which shall reficct credit on Distributor and on Scagran; 


(a) take no action and will not fail to take action which may affect adversely 
its own standing, or Scagramm’s, in the trade; 


(c) at all times cooperate with Seagram in effectuat’s; Seagiam’s promo- 
tions and merchandising programs in the ‘Pertory; - - 


(f) afford representatives of Seagraum reasonable opportunity to mect with 
’ Se ie } i i Ae iy 

and hc'p to train Distibutor’s salesmen and merchandising personnel, 

(g) maintain inventories of Products (of ali types and sizes) adequate to 
service the requirements of the market the Territory tor 45 days; 

(h) promote the sale cf all of the brands and sizes of Products to licensed 
retailers in the Teonitory in an aggressive and diligent manner; 

(i) maintain prompt delivery service compatible with good business practice 
and the requirements of its customers, such delivery service to be no less prompt and effective 


than those of Distributor’s competitors; 


ry 


(j) not resell any of Products at Jess than the minimum wholesale prices pre- 
scribed by law, regulation or Fair Trade contracts, to the extent applicable; 


(k) no Jater than the fifth day of each month deliver to Seagram a record, by 
brand and size of all items included in Products, of Distributor’s sales of Products during the 
preceding menth and of Distributor’s inventory of Ps oducts at the close of such mouth; 


(1) permit Seagram at reasonable times to take physical inventory of Dis- 
tributor’s stock of Products, and 


(m) immediately upon undertaking distribution of any brands of alcoholic 
beveraces other than as disclose: herein, give Seagram notice thereof. 
7. Seagram's Covenants. Seagram covenants that: 


(a) all Products to be sold and distributed hereunder shall be battled, pack- 
aged and labelled in conformity with Federal, State and local laws, rules and regulations; 


(b) Products shall be merchantable and shall meet all standards of quality 
imposed by Federal Jaw and by the Jaws of the State wherein Preduct is to be distributed; and 


(c) it shall defend any suit brought against Distributor for damages arising 
from the use cf Products » {rom the use of brand names or labels of Products and shail hold 
harmless and indeinnify Distributor against any liability, damage or expense incurred in con- 
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nection with any such suit, provided that Distributor shall notify Seagram promptly of any 
such suit and cooperate in the defense thereof to the extent reasonably required by Seagram. 


8. Distributor’s Achnowledament. Distributor acknowledges that it desires to 
purchase fiom Seagran and to distribute all of the brands included in Products, and that the 


sale by Seacram tu Distnbutor of any such biand is not conditioned upon the purchase of any 
other brand by Distiibutor from Seazram. 


9. Distributor’s Representations. Distributor represents that on the date hereof 
it is acting as a distributor of the brands of alcoholic beverages set forth on Sclicdule B, and 
no other. 


10. Disposal of Da:naged Products. In the event of damage to any of Products 
rendering the contents unfit for consumption or the containers unsightly or otherwise not of 
first-class appearance, Disisibuior shall uot sell same nor pezmit the same to become the 
property of any insurer or carrier, nor otherwise dispose thereof except in accordance will 
the prior wiitten instructions of Seagrain. 

ll. Expiration of Agreement. This agrecrnent shall expire on 

Suly 21,4 T3tke 

The parties acknowledge that upon expiration of this agreement, Seagram shall 
have no right to require Distributor to continue to vct as a distributor of Products, or of any of 
them, and Distributor shali have no right to require Seagram to continue to supply Products, 
or any of them, to Distributor. Each party covenants that at no time will it commence any 
action or proceccing wherein it alleges that it has or had anv such rights. Further, each of the 
parties. hereby waives any claim against the other for loss or dainage of any kind because of 
failure of the parties to extend the term hercof upon expiration of this agreement or because 
of failure of the parties upon expiration hereof to make a similar agreement relating to distri- 
bution of Products in the Tenitory. 


t 


12. Cancellation for Ceuse. Either party may cancel this agreement on fifteen 
(15) days’ written notice on any of the following grounds: f 


(a) The appointment of a trustee, receiver, or other similar custodian for all 
or any substantial part of the other party's property. 


(b) Insolvency of the other party. 


(ce) The filing of a petition by the other party or an answer, not denying 
jurisdiction, in banlouptcy or under Chapter X or XI of the Federal Bankruptcy Act or similar 
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law, State of ederal, whether now or hereaf:cr existing, or if such a petition is filed against 
the other party and not vacated or stayed within fifteen (15) days. 


(ad) The making by the other party of an assignment for the benefit of 
ereditors. 


(e) An attachment of the other party’s property or any substantial part 
thercof or the filing of any ike process against it which is nul discha ged within thirty (89) days. 


({) The rendition of a judement against the other party which remains 
unsatisficd or unsuperseded fox thirty (SO) days, and which is substantia! in relatica to such 


party's assets. 


(g) The loss by the other party of any Federal, State or local license required 
for the carrying out of the provisions of this agreement, whether lost through revocation, 
failure to renew, or suspension of thirty (G0) days or more. 


(h) Sale or transfer by the other party of a material portion of its physical 
assets. 


(i) Sale or transfer of contro! or management of the other party. 


: (j) The enactment of a law making the sale of Products unlawful in Dis- 
tributor’s Territory. 


(k) That the other party has engaged in the Territory in any practice with 
respect to Products, which, if tried by a proper tribunal, would probably be found to be an 
unlawful or unfair trade practice in violation of State or Federal law. 

~ 18. Repurchase of Goods upon Expiration or Cancellation. Upon expiration or 
cancellation of this agreement, Distnbutor shall deliver to Seagram, °.0.B. Distributor’s ware- 
house and in accordance with Seagram's written instructions, all Products in Distributor’s 
possession. Within one weck of receipt of suid Products, Scagram shall pay to Distributor by 
check a sum equal to the aggregate of (i) Distributor’s Jaid-in cost for returned Proslucts, 
and (ii) any non-refundable gallonage taxes paid by Distributor with respect to returned 
Products, reduced by all suns owing by Distuibutor to Seagram. 


14. Assignment. Except as otherwise provided in writing, signed by both parties, 
this contract shall not be assigmable. 


15. Arbitration. Any controversy or claim arising out of or relating to this agrec- 
ment or the breach thereof, shall be setUed by arbitration, in accerdaa :e with the rules, then 
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obtaining, of the American Arbitration Association, and judgment upon the award rendered 


may be entered in the hishest court of the forum, State or Federal, having jurisdiction. 
No proceeding of any hind except an arbitration procecding shall be commenced 
s to any controversy or claim arising out of oriclating to this contract or the bicach or cancella- 
tion thercof. No proceeding of any kind execot a suit to crfore: an arbitration award sh..l] be 
commenced more then one year after Mie chin or controversy, which is the subject matter 
thercof, arises. ; 


16. Scope and Modificction of \accment. This ageeement constitutes the entire 
eexeement between the parties pertains to the subject macter hereof and supersedes all 
orter and contemmoaraceons aurcements and uaicerstandings of the parties in connection t:cre- 
win, No event or ciicer of wither patty f nathorized to make any representation, promise or 
warranty not contained in this agreement. No intcerpictation, change, waiver or termination 
of any of the provisions hereof shall be binding npon either party, unless in writing and signed 
by an officer thereunto authorized. No modification, waiver, termination, rescission, discharge 
or cancellation of this agreement shall afiect the right of cither paity to enforce against the 
other any claim, whether or not liquidated, which accrued prior to the date of such modifica- 
tion, waiver, termination, rescission, discharge or cancellation, and no waiver of any of the 
provisions of, or default under this agreement shall affect the right of either party to enforce 
said provisions or to exercise any right or remedy in the event of any other default, whether 
or not similar. ‘ 


17. Notices. All notices and other communications pursuant to or relating to any 
of the subject matter of this agreement shall be in writing and shall be sent by certified or 
registered mail addressed to the other party at the following address: If to Seagram, at 375 


Park Avenue, New York, New York 10022. If to Distributor, 


18. Governing Law. This agiecment has been entered into in the offices of 
Seagram in the City of New York, State of New York, and shall become effective upon accept- 
ance thereof by Seagram in such place. This agreement is a New York contract and shall be 
governed in all respects by the laws of the State of New York. 


19. Mutual Releases. The parties acknowledge that, at the date hereof, neither 
of them has any claim for damages, reimburscment of expenses, breach of contract, nor any 
claim of any other nature against the other party, (except for merchandise purchased by Dis- 


tributor from Seagram and not yet paid for and except 
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and, in consideraticn of the other entering itite this avrecment, ei and all such claiuns of each 
party except those stated are hereby fully atl forever disch: ged and released. 


IN WITNESS WIHEREOL, the parties hereto have executed this agreement, the 
day and ycar above writlen. 


SEAGRAM DISTILLERS COMPANY 
(a Division of JOSEPH! E. SEAGRAM & SONS, INC.) 


i. \/ , 
. \Ne ry Cees 
C state Manager 


jv Aus be 


: Vice-President 


enserie cine rey cae es 
Distributor ‘ 


Plaintiffs’ Exhibit 11 


Agreement Between Seagram Distillers Company and 
Capitol City Liquor Company, Inc. (July 2, 1969) 


2st 


TINS AGREEMENT mode this - ri MAE OE says 190° , hy and 
between SEAGRAM DISTIHLERS COMPANY (a Division of sees E. SEAGRAM & 
SONS, JINC.3 of 875 Park Avenue, New York, New York 10022, hereinafter called “Seagram” 


Co Dy Ce a 


DS" pede 


bit ae 
Soe Comet, 


hesctnnlies called “Distributor” — 


WITHNESSE TM: 


WHEMEAS. Scagran Las the cule and exclusive sight to distribute within the 
United States the seoholic Lov eraces produced by Joseph E. Scagram & Suns, Ine., and others. 
and the sole and exclusive right to import into and sel in the United States certain other alco- 
holic beverages, ancl 


WHEREAS, Distnbutor rz ae sents and warrants that it is a licensed distributor 


. . - ar 
‘ te bet. gh a iy 
of alcoholic Leverages in the State of SD ie Na: , holding the necessary 
Federal, Stuie and local permits anchor izing . Distibuter to dekinibuite eokat ic beverazes 


therein, and that tlcre are no actions pending cr contemplated within the lmowledge of 
Distriiutor that would in any way jeopardize any of said licenses, and 


WHEREAS, Distributor desires to act as a distributor in said State of the alcoholic 
beverages handled by Seagram and set forth in Schedule A attached, 


NOW, THEREFORE, in consideration of the premises and the mutual covenants 
herein contained, the parties hereto AGREE AS FOLLOWS: 


1. Appceintmnent. Seagram hereby appoints Distributor as a distributor of the 
brands of alcoholic beverages (hereinafter called the “Pioducts”) set forth in Schedule A. 
Distributor shall be primarily responsible for distributing Products within the following terri- - 


iz re asiinc tan, De Ce 
tory (hereinafter called the “Territory”) in the State of 


Territory: . 
Seagram may, during the term of this agreement, for any reason appoint other distributors 


of Products in the Territory. 


2. Acceptance. Distributor licreby accepts the appointment as such Distributor 
and will sell and distribute the Products only to retail licensees. 


BEST COPY AVAILABLE 


SCHEDULF, A" 


BRANDS 1 


2ra ceoten 
Bonchwark Lbcurcbon 


ay 
. 
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3. Purchases. Duting the term of this asi»cement, Seavram will scll te Disuibu- 
tor and Distributor will purchase from Seagiam, Products in such quantities as arc necessary 
to rnect the demand therefor in the Territory. es 


Scagram will supply Products to Distibutor to the best of Scagram’s ability; 
provided, however, that all or sorne Products mav not always be available to fll all’o:ders 
and Scagram may allocate to Distitbutor such propuition of tie available supptics of Products 


as Seavram shail decide in its sole disciction. If Scaram shail have special packages or special 
prckaving at anv tine, the quantity of special packaves or special packaging and the allocation 
ship any orders received where such orders woui. resuic in an inventury in the hands ef 
Distributor greater than a 45-day inventory, based on the rate of sales of Products by Dis- 
tributor for the six months immediately preceding or, at Seagram's option, fur the correspoud- 
ing period in tue prior year. 


thercof shall Le matters solely in the Mooetion of Seagram, Seacrun reserves the rizht not to 


4. Prices. The prices at which Seagram shall scl! its Products to Distributor and 
the prices at which Seagram shall repurchase Products shall be the prices in effect at the time 
of shipment by Scagram to Distributor. Seagram may change ils prices, in its sole discretion, 
from time to time on written or telegraphed notice, except thet any price change brought 
about by taxation may be accomplished without such notice. In the event Seagram shall 
reduce its prices, except for tax changes and temporary price reductions for periods not to exceed 
60 days, during the term hereof, Seagram will give a floor stock adjustment to Distributor on 
its inventory then on hand, provided such may be lawfully accomplished. 


5. Terms of Purchase and Sale. Terms of payments stipulated by Seagram on 
each invoice to Distributor shall represent the terms of payment with respect to Products 
covered by such invoice and shall be of the essence of this contract. The ainount and tenns 
of credit extended by Seagram: to Distributor shull be in the sole discretion of Seagram. 


6. Distributor’s Covenants. Distributor covenants that it will: 


(a) spend, of the time and effort of his employees, and of advertising, sales 
promotion and deal participation dollars and effort, no lesser percentage than the percentage 
which Distributor's gross profit on sales of Products is of Distributor’s gross profits on its total 
sales; 

(b) cause its salesmen personally to call upon all retailers (within the Teni- 


tory and whose business Distributor normally solicits) at reasonable intervals and attempt to 
se]! them Products; 


(c) (i) maintain a well-trained sales force, adequate to service all of Dis- 
tributor’s customers, to promote the sale of Products in the Territory, (ii) keep said sales force 
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fully informed as te Seayram policies, and (iii) continually train said sales force to promote 
the sale of Products in a manner which shall reflect credit on Distributor and on Seagram, 


(d) take no action and will net fail to take action which may affect adversely 
its own standing, or Scagrany’s, in the trace; 


(e) at all times cooperate with Seagram in effectuating Seagram's pronio- 
tions and merchandising programs in Mie Territory; 


(£) afford representatives of Scagram reasonable opportunity to meet with 
and help to train Distributor’s salesmen and merchandisigg persennel; 


(g) maintain inycntoties of Products (of all types and sizes) adequate to 
service the requirements of the market in the Territory for 45 days; 


(h) promote the sale of all of the brands and sizes of Products to licensed 
retailers in the Tcnitory in an aggressive and diligent manner; 


(i) maintain prompt delivery service compatible with good business practice 
and the requirements of its customers, such delivery service to be no less prompt and effective 


than those of Distributor’s compeuitors; 


(j) not resell any of Products at less than the minimum wholesale priccs pre- 
scribed by law, regulation or Fair Trade contracts, to the extent applicable; 


(k) no Jater than the fifth day of cach month deliver to Seagram a record, by 
brand and size of all items included in Preducts, of Distributor’s sales of Products during the 
preceding month and of Distributor’s inventory of Products at the close of such month; 


(1) permit Seagram at reasonable times to take physical inventory of Dis- 
tributor’s stock of Products; and 


(m) immediately upon undertaking distribution of any brands of alcoholic 
beverages other than as cisclosed herein, give Scagram notice thereof. 


7. Seagram’s Covenants. Seagram covenants that: 


(a) all Products to be sold and dist ibuted hereunder shall be bottled, pack- 
aged and Jabelled in conformity with Federal, State and local Jaws, mules and regulations; 


(b) Products shall be merchantable and shall mect all standards of quality 
imposed by Federal law and by the laws of the State wherein Product is to be distributed; and 


(c) it shall defend any suit brought against Distributor for damages arising 
from the use of Products or from the use of bi and names or Jabels of Products and shall hold 
hamuless and indemnify Distributor against any liability, damage or expense incurred in con- 


°$ 


nection with any sech suit, provided that Distubotor shall notify Seagraun promptly of any 
such suit and cooperate in the defense thereof to the catent reasonbly required by Seavram. 


8. Dishibutor’s Aclnouledement. Vistributor acknowledges that it desires to 
purchase from Seagiam and to Untrbute all of the brands included in Products, and that the 
sale by Seagnum to Distributor ot any suc inand iy not conditioned upon the pur hase of any 
other brand by Distributor frosa seagram 


9. Distrifintm’s Remesrutations. Distubutar revrcsents diat on the date hereof 
it is acting as a distiibutor of the brands of alcoholic beverages set forth on Schedule B, and 
no other: 


10. Disporal of Darna wd Products. In the event of damage to anv of Products 


rendering the contents unfit for consumption or the containers unsightly or otherwise not of 
first-class synearance, Disinbvitor shall not sell same nor pennit the same to become the 
property of any insurer or carricr, nor otherwise dispose thereof except in accordance with 


the prior waitten instructions of Seagram 
VW. Expiration of Agreement. This agicement shall expire on 


Ee a Ei as Gime vase 

The parties acknowlecee that upon expiration of this agreement, Seagram shall 
have no rivht to require Distributor to continue to uct as a distributor of Products, or of any of 
them, and Distributor shail have vo right to requite Seagram to continue te supply Products, 
or any of them, to Distributor. Fach purty covenants that at no tine will it commence any 
action cr proceeding wherein it alleges hat it las or had any such rights. Further, each of the 
partics hereby waives any claim against the other for loss or damage of any kind because of 
failure of the parties to extend the term hercof upon expiration of this agreement or because 
of failure of the parties upon expuction hereof to make a similar agreement relating to Cistri- 
bution of Products in the Territory. 


12. Cancellation for Cause. Either party may cancel this agreement on fifteen 
(15) days’ written notice on any of the fellowing grounds: 


(a) The appointment of a trustee, recciver, or other similar custodian for all 
or any substantial part of the other party's property. 


(b) Insolveucy of the other party. 
(c) The filing of a petition by the other party or an answer, not denying 
jurisdiction, in bankruptcy or under Chxpter X or NI of the Federal Banknuptey Act or similar 


. 
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law, State or Federal, whether now or hereafter existing, or if such a petition is filed against 
the other party and not vacated or stayed within fiftcen (15) days. 


. (a) The making by the other party of an assignment for the benclit of 


 ereditors. 


(ce) An attachinent of the other paty’s property or any substantial part 
thereof or the filing of any like process against it which is not discharged within thuty (60) days. 


(f) ‘The rendition of a judement against the other party which remains 


unsatisfied or unsupersded for Uiity (30) days, and ae ch is substantial in relation to such 
party’ s assets. 


(g) The loss by the other party of any Federal, State or local license required 
for the carrying cut of the provisions ot this agreement, whether lost through revocation, 
failure to renew, or sespiesieian of thirty (30) days or more. 


(h) Sale or transfer by the other par., sf a material portion of its physical 
assets. 


(i) Sale or transfer of control or management of the other party. 


(j) The enactnent of a law making the sale of Products unlawful in Dis- 
tributor's Territory. 


(k) That the other party has engaged in the Territory in any practice with 
respect to Products, which, if tried by a proper tribunal, would probably be found to be an 
unlawful or unfair trade practice in violation of State or lederal law. 


13. Repurchase of Goods upon Expiration or Cancellation. Upon expiration or 
cancellation of this asreement, Distibutor shall deliver to Seagram, F.O.B. Distributor’s ware- 
house and in accordance with Scagritm’s written instructions, all Products in Distributor’s 
possession. Within one weck of receipt of said Products, Seagram shall pay to Distributor by 
check a sui cqual to the aggregate of (i) Distributor’s fateh in cost for retuned Products, 


and (ii) any non-refundable gallonaye taxes paid by Distributor with respect to returned 
Products, reduced by all sums owing by Distubutor to Scagiam. 


14. Assignment. Except as otherwise provided in writing, s signed by both Signi 
this contract shall not be assignable. 


15. Arbitration. Any controversy or claim arising out of ox relating to this agrze- 
ment or the breach thereof, shall be settled by arbitration, in accordance with ie rules, ‘then 
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obtaining, of the American Arbitration Association, and judgment upon the award rendered 
nay be entered in the hishest court of the forum, State or Federal, having jurisdiction. 

No pruccedins; of any kind cxcept an arbitration proceeding shall be commenced 
as to any controversy or clin arising out of or reluting to this contract or the breach or cancella- 
tion thereof. No proceediny of any hind except a suit to enforce an arbitration award shall be 
commenced more than cue year after the claum or comturovcisy, which is the subject matter 
thercof, arises. Z 


16. Scope and Modification of Agreement. This agreement constitutes the entire 
agreeinent between the parties pertaining to the subject matter hereof and supersedes all 
prior ancl contcniporancous agreements and understandings ef the parties in connection there- 
with. No agent or oigcer of either party’ is authorized to make any representation, promise or 
warranty not contained in this aereement. No interpretation, change, waiver or termination 
of any of the provisions hereo: shall be biucing upon either party, untess in writing and signed 
by an oMcer thereunto authorized. No modification, waiver, termination, rescission, discharge 
or cancellation of this agreement shall aifect the right of cither party to enforce against the 
other any claim, whether or not liquidated. which accrued prior to the date of such modifica- 
tion, waiver, termination, rescission, discharge or cancellation, and no waiver of any of the 
provisions of, or default under this agreement shall affect the right of either party to enforce 
said provisions or to exercise any right or remedy in the event of any other default, whether 
or not similar. 


17. Notices. All notices and other communications pursuant to or relating to any 
of the subject matter of this agreement shall be in writing and shall be sent by certified or 
registered mail addressed to the other party at the following address: If to Seagram, at 375 


Park Avenue, New York, New York 10022. If to Distributor, 
20a Ay tee Uighin Oats Ne. Gs Ue epee el ceial elelwrel es 


18. Governing Law. This agreement has been entered into in the offices of 
Seagram in the City of New York, State of New York, and shall become effective upon accept- 
ance thercof by Seagram in such place. This agreement is a New York contract and shal] be 
governed in all respects by the laws of the State of New York. 


19. Mutual Rcleases. The parties acknowledge that, at the date hereof, neither 
of them has any claim for damages, reimbursement of expenses, breach of contract, nor any 
claim of any other natuwe agaust the other party, (except for merchandise purchased by Dis- 


tributor from Seagram and not yct paid for and except 
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ee 


and, in consideration of the other enter: ing into Uus agreement, any and all such claims of cach 


party except those stated are Lereby fully and forever discharged and released. 


IN WITNESS WHEREOP 


, the pasties hereto have executed this agrecment, ihe 
day and year above written. 


SEAGRAM DISTILLERS COMPANY 
(a Division cof JOSEPH E. sracnaye 2 SONS, INC. 


oS wee we 


State nianager 


CASTIOL. CISe Li tA, ee 
Distributor 
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, Plai: tiffs’ Exhibit 12 
Expense Report of Lester A. Lee (June 22, 1971) 
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New York Times News Photograph of 
Harold S. Lee (May 12, 1958) 


"he New York Simes 
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LEVATEL: Harold S. Lee, 
chosen executive vice presi- 
| dent and managing director 
| of Calvert. Distillers Com- 
| pany and a director of The 
, House of Seagram, Ine. He 
| succeeds Tubie Resnik. Mr. 
| Lee will supervise all Cal- 
t vert sales and manpower. 
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Confidential Memorandum from ‘ohn Barth to Edgar 
Bronfman and Jack Yogma:: (June 12, 1970) 


Jume 12, 1970 


CORP TDENETAL 


Re. Badger Bronfman 
Mr. Jack Yoeguan 


Tn a mecting vith Marold Lee Thursday, June 11, the following 
was éeveloped: 


1. We is ready te sell immediately. 


2. We will basically esll on our terms, and recognises 
put him in business and that we also have the 
feeling of the worth of a distributorship. 


Me will update hie financial statement through May, and 
upon completion of this will sit down with Jack and me 
ee te ates. 


Ye would prefer not to be paid in cash, but would prefer 
acme Other type arrangement such as stock, etc. 


fhe present puilding which he owns will be taken over 
by the Highway Department, probably within the next two 
years. X checked on this and he also admitted the 
possibility existed. In view of this, he is agreeable 
to imasing the present oullding to us sc that we will 
not inherit the headaches involved in a government pur- 
ehasa. 


He understands that all the lees will leave the business. 
I did not mention who the proupective buyer would be. 


He would very much like to hawe mother distributorship 
42 anether area for his two sons. 


I informed him that the target date would be Seyi amber list - 


Wereld's reer fur wisking to sell is simply that he foals 
the ecmplexion of Weshington, D.C. is changing rapidly, with 
trencections being consumsated every day for black cmershtp 
mentioned thet he thought the time 

aCe Be 
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Memorandum from John Barth to Edgar Bronfman 
(June 2, 1970) 


USA 330-475 
(ED. 4-23-71) 


' ve COP From the desk of 


JOHN BARTH 


EXHIBIT 
U. S. DIST. COURT Jiine ede 1 ILO 
S. D. OF N. Y. 


fo th, 


Mr. Edgar Brontman, 


Had a meeting at noon today with Chet Carter. He is 
ver the shock and 100% realizes the great opportunity 
oftered to him. 


We agree with your target date of September 1st, and 
will proceed with caution to meet thet date. 


For your information, the following is a brief break- 
down on Capitol Distributors: 


Sales volume 

Profit before taxes 
Profit after taxes .. 
Net worth 


The above profit is with six Lees on the payroll. 


eer 


I feel this indicates to all of us that this is a going 
profitable house. Our approach on buying this house will 
be done with caution, and will discuss with you later. 
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E. F. Hutton & Company Brokerage Statement for the 
Account of Harold S. Lee (November 24, 1970) 
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E. F. Hutton & Company Brokerage Statement for the 
Account of Harold S. Lee (December 31, 1971) 
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Fahnestock & Co. Brokerage Statement for the 
Account of Harold S. Lee (November 31, 1971) 
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Plaintiffs’ Exhibit 39. 


Four Fahnestock & Co. Transaction Slips for the 
Account of Lester A. Lee (October 26, 1971) 
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Plaintiffs’ Exhibit 40 


Schedule Entitled: Lester Lee and Eric Lee Investment 
of Proceeds of Distribution from Lee Industries 10/26/71 


TWVES TNE UT 
Descrintion 


New Englend Telephone 

New York Telephone so 
fana Be!l Telephone 59 

South West Beil Telephone 50 


$200 ,000 


Certificate of Deposit 
(sed to pay taxes in 1971) 


Return on Investment 


Yearly Interest Income 
Yearly Amortization 


Net Income 
Par Value of Bonds 


Return on bonds - Yield 


Interest 


LeSTEy LE™ AND ERIC LEE 
INVESTMENT OF PROCEEDS CF DISTRIBUTION 


FROM LEE INDUSTRLES 


6-1-2004 
7-25-2000 
1-2011 


9-1-2000 


$ 16,287.50 


$ 15,954.92 


200 000 
—. 


10/26/71 


Accrued 
Interest to Net 
Cost 


$52,875 
$2,250 
$2,750 
52,875 


Each Received from Lee Industries 
Per above,each invested 


Funds Dispensed 


7 40 


Yearly 
Amortization 
of Premium _ 


Interest 
Income 
Collected 


87,1 

77. : 

68. 52,50 
oq 


ene ee 


$ 16,287.50 


$ 296,412 


Plaintiffs’ Exhibit 41 


Document Entitled: Harold, Lester and Eric Lee 
Calculation of Differential in Investment Yield- 
Profit of the Corporation Versus Bord Yield 


HAROLD, LESTER AND ERIC LEE 
CALCULATION OF DIFFERENTIAL IN c 
INVESTMENT YIELD - PROFIT OF CORPORATION 
Vs. BOND YIELD 


wet Profit of Capitol City Liquer Co., Inc. 
FYE July 31, 1970, Before State and Federal 
Income Taxes (From Capitol City Tax Return) $372,324 


ma One-Half of $372,324 Comprises Plaintiffs' Share $186,162 


Return on Investment in Corporation 


$186, 162 
i\Funds Received of 1,283,168 Upon 
Liquidation of Corporation 


14.508% 


SEffective Rate of Return of $1,283,168 
As per prior Exhibit * 


Loss on Return in Investment 


* Harold S. Lee Obtained 
Only 5.1532. 


Plaintiffs’ Exhibit 42 


Scheduie Entitled: Harold, Lester and Eric Lee 
Computation of Damages Based Upon Loss of Investment 


HAROLD, LESTER AN) TRIC LEE wuye 
COMPUTATION OF DAMAGES BASED UPON 
LOSS_OF_INVES"MEN! 


For Subsequent 10 Year Calculation to Age 65 


Holding Peri of Lester Lee 
Loss On Yearly Loss Loss Calculation from Sept. ee 


Return In On Return In to June 1 15 Total 
Investment Investment 


— Total Discounted to 
Rete Per Month oe Damages 2 Damages = 6/1/75 

Fund Received From 2a (8-1/2 - 
Liquidation of 6.561348) 10,104970, 
Corporation in 1971 24 years) 
Harold Lee $690,344 *6.531% $45,086 ' 9 $450,660 
Lester Lee 296,412 6.531% 19,357 2,5€ 193,570 


Eric Lee 296,412 6.5312 19 357 3 192,570 


$1,082,064 $455,593 
464,568 195,602 


464 568 195 602 


Total 


Received $1,283,168 6.531% $83,800 : $316,235 $838,090 $846,797 


* In Harold S. Lee's case, loss 
was actually 9.355% 


az 
otk 
3 


Plaintiffs’ Exhibit 43 
Schedule Entitled: Harold, Lester and Eric Lee 


Salaries and Executive Benefits 


Loss Calculation -- September 1, 1971 - June 1, 1975 rus 


Discounted to 
6/1/75 at 8-1/2% 


Salaries & Benefits 
Based Upon Lesc Full 
Year cf Operation 


Eric Lee $23,334 
Lester Lee 23,334 4 $ 1357 6, 
Harold Lee _ 


$153,142 
129,049 


Total 346,668 0 : $13,752 1 3 § $0 , 08 2,191 


TOTAL TEN YEAR 
LOSS OF SALARY 


Pension Plan Yearly Amount Necessary Today to Purchase AND EXECUTIVE BENEFITS 


Benefits at Age 65 Annuity paying $ 4 “/ yr. at Age 65 


= 


LIGinxXs 


iV has? veuel 


g 
9 
° 
a 
z 
¥ 


JARO *. 


Plaintiffs’ Exhibit 44 


Schedule Entitled: Lee Industries, Inc. Determination 
of Goodwill Factor 


LEE INDUSTRIES, INC. 
DETERMINATION OF GOODWILL FACTOR 


Dollar for Dollar on Net Assets $1,950,000 


§ Goodwill ___ 600,000 | 


Total Amount Paid by Seagram $2,550,000 


Determination of Goodwill was based 
upon Lee Industries, Inc. 
| Taxable Federal Pens: es T{31770 


Goodwill Paid by Seagram $600,000 1.714413 Times Earnings Before 
Taxable Earnings Per Return 349,974 Federal Income Tax 


. OTIFP'S 


, 
hind c] 
4 
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Plaintiffs’ Exhibit 45 


Schedule Entitled: Capitol City Growth of 
Goodwill and of Net Equity 


CAPITOL CITY GROWTH OF GOODWILL 
AND OF NET EQUITY 


Taxable Income Goodwill Based 
Before Federal Upon 1.714413 Net 
Income Taxes Factor Equity_ 


Fiscal Year 


Ending 


7-31-63 
7~31-64 


7-31-65 


7-31-66 


7-31-67 
7-31-68 
7-31-69 


7-31-70 


$133,886 
188,614 
243,607 
268,214 
254,503 
256,907 
283,735 


349,974 


$229 ,536 
323, 362 
417,643 
459,830 
436 , 323 
440,445 
486,439 


600,000 


$1,252,056 
1,398,156 
1,538,324 
1,671,696 
1,814,372 


1,950,000 


$1,669,099 
1,857,986 
1,974,647 
2.992 141 
2,300,811 


2,550,000 


2LAINTIFF'S 


Bi! 
“eeeee 


29 


f 
4 


2: eer 


Plaintiffs’ Exhibit 46 


Schedule Entitled: Projected Increase in 
Goodwill Through Trial 


PROJECTED INCREASE IN GOODWILL THROUGH TRIAL 


First Year in Which Harold, Eric and Lester Lee 
Were All at Capitol City Liquor Co., Inc. was 1965. 


FYE 7/31/65 Goodwill was valued at $417 ,643 


Goodwill at Time of Sale 600 ,000 
Net Increase in Goodwill 182 , 357 
Period From 7/31/65 - 7/31/70 is 5 years. 

Increase in Goodwill Per Year 


Net Increase in Goodwill over 5 Years 182 357 $36,471 Increase 
5 -~Goedwi Li 
per year 


From 9/1/71 to 6/1/75 Goodwill would have 
Increased $36,471 x 3 years, 9 months $136 , 766 


Distributorship in Question is Equivalent 
to 50% of Capitel City: $136,766 x 307 $ 68,383 


Plaintiffs’ Exhibit 47 


Schedule Entitled: Harold, Lester and Eric Lee 
Federal and State Income Taxes If No Liquidation 


Eric and Norma lee 


AS If No 


Filed liquidation 


Texable Income $118,487 
Federal Tax 49,723 
State Tax 10,035 


Additional Taxes Paid on Income 
Recause of liquidation 


$ 53,331 
78,140 


39,210 


$170,482 


Plainciffs' Share of Tax 
that would have to be 
Paid by Corporation if 
There were no Liquida- 


tion 


Additional Federal and 
State Income Taxes Paid 
Recause of Liquidation 


S$ 55,261 


HAROLD, LESTER AD ERIC LEE 
FEDERAL AND STAT INCOME AXES IF NO ! 


Difference 


TQUIDATION 


TQU 
< 


Lester and Ruth Lee 


ni fference 


$34,153 
$057 


$39,210 


Plaintiffs’ Exhibit 48 
Chart Entitled: Total Damages 


DAMAGES 


TO JUNE 1. 1975 


Lost Return on Investment 
Lost Salary & Benefits 
Loss of Increase in Goodwill 


Increased Capital Gains Tax 


TEN YEAR HOLDING PERIOD 
Lost Return on Investment 


Lost Salary 


TO RETIREMENT OF OLDER SON 


Lost Return on Investment 


$314,235 
161,298 
68,383 


55,281 


$599,197 


$549, 841 


282,191 


Lost Salary (Limited to Ten Years.) 


Lost Pension Benefits 


$314,235 
161,298 
68,383 
55,281 


nnn Sennett 


$599,197 


$846 , 797 
282,191 


24,500 


Damages on 10 Year Holding Period $1,431,229 


Damages on Holding Period to Retirement of Older Son $1,752,685 


Plaintiffs’ Exhibit 49 


Defendant’s Answers to Plaintiffs’ Interrogatories 


Nes. 1 and 2 


‘UNITED STATES piste COURT 
SOUTHERN DISYRIiCT OF NEW YORK 


& 68 


HAROLD Ss. LE}: and 
LESTER LEE 


te CAVe 232 (cnP) 


Plait? Fes, 
DIEFENDANT'S AYSWERS 
TO. PLAINTY HV} Ss | 
INTERROGATORIES 
SERAGRAM & SONS, INC 


Defendant. 


BEST COPY AVAILABLE - 


INTERROGATORY 1. 


Por each year from 1965 through 1974, State the 
number of franchises that have been transferred, with the 
20Cation Of each such tranchise and the date of transfer 


(including the month for the years 1970 and 1971). 
g ) 


ANSWER TO _INTERROGATORY 1. 


Defendant has knowledge, information or belief as 

to the sale of distributorships holding one or more franchises 
from defendant's sales divisions (but not necessarily grant- 
ing the right to use the trade name “Seagram" as opposed to 
the trade names or marks of other of defendant's alcoholic 
beverages such as “Calvert" or “Pour Roses") on or about the 
dates indicated as follows: 

Distributorship 


Location Date 


1970 
1970 
1970 


-m Capitol City 
Distillers Distr. 
— Richard 
—' Peerless 
Badger 
'Pacitic Crown 
Sta rd Wine 
Se ah 
»Pioneer 
'Bevway 


Washington, D. ¢. 

Minneapolis, Minn. 
Albuquerque. N.M. Sept. 
New York, N.Y. Jan. 1970 
Fond du Lac, Wis. Oct. 1970 
san Francisco, Cal. May 1971 

PEOria, 11. Dee. 1971 

Savannah, Ga. March 1971 
Atlanta, Ge Dec. 1971 
Honolulu, hawaii April 1971 
Glen Burnie, Md. 


Sept. 
Oct. 


Kemp Boone 
,Perrone Wine 
.Derere 

‘Andrew Rosia, 
(S&S Distr. 
Dave Strieffer 


inc. 


Blizabeth, Nig. 


DePere, Wis. 
Eureka, Cal. 
Galesburg, 
New Orlears, 


til. 


April 1971 
TO71 

Sept. 
1972 
1972 
1972 


L971 


orshiyp LOCALLON) 


Best, Blanas 17h! Mek) NGA 

OT a 5 ale ven dB ack SOs be Pepa 

Nutrona | Lndranapolis,. Ind, 

southern terror sonvi trey Fraa. 

New England Y.iquor Holyoke, Mass. 

ie Katsas Cy vy; Mo. 
den State (Crow) Now Jersey 

Capnreor ‘fronton, Nal s 

eddy & Fisher ProyiritonGee ,) Rad. 

Standard Food Now Yorks, NG. 

Columbia Liquors Nt. Wayne, Und. 

oetate Distributors WuUNneL VON OVey , Kan. 

Sunflower Sales farsons, Kan. 

C-K Distributors Kansas City, Kan. 

Bohemian Distr. TOU, Wieck. 

Franchise Distr. Denver, Colo. 

Spenyler & Sons Honolulu, Hawail 1974 

Kansas City Wholesale Kansas City, Mo. 1974 

Nek Pvst yr. Indianapolis, Ind. 1974 

Stadium Distributers indianapolis, Ind. LOUS 

h & L Wholesale St. Joseph, Mo. 1974 

Freeman Distr. Arc lingeon):.. Vai. 1974 
(distributes wines only) 

Globe Distributing Washington, D. Cc. 1974 

Dakota. Beverage Wareeyia. "Nui. 1974 

Brewers Distr. Peoria, Thl. 1°74 

GLAM. (Co. Portland, Ore. 1974 
(distributes wines only) 

National Newack, N.J. 1974 

General Wine New Haven, Conn. 1974 | 


Accurate and complete information as to the sale of such dis- 


tributorships in years prior to 1970 is either unavailable to 


defendant or, to the extent it is possibly available based 
upon the recollections of many of defendant's employees work- 
‘ang at many different locations around the country, would be 
,8o0 difficult to obtain as to be unreasonably burdensome in 


‘relation to its relevancy to any issue in this lawsuit. 


ANTERROGATORY 2 . ta 
With respect to each strstributorship identified in 
answering iInterrogalory 1 and located at the following places 
(which plaintiffs have advised defendant were the only loca- 
tions acceptable to them among those sdentified), state its 
annual net sales and atter-tusz profits for the full fiscal 
year closest to the stated youw of 1ts sale for which defend- 
ant Khas sie0eh anfornurct ion: Mone a paws, Minn .3 San Fran isco, 
Cal.ot Atinnta, Gals New OFlenis la.; Las Vegas, Nev.; 
dackSonvirle, Poaer Holyoke. Mang. Mansas City, Mow; 
PIOVICGENCO, Rs Sah TRC iy? -? ®ansas City, Xan.; Denver, 


Colo.; Newark, N. 7.7; New Haven, Conn.? and the. Garden State- 
Crown locations in New Jersey. 


ANSWER TO _INTERROGATORY 2. E 100 


; After-Tax 
Dustriburor Date of Net Proftrt 
and Location fransfer Sales for Loss) 


Distillers Distrs., Oet.5 LITO $20,725 7,000 $343.,837 
Minneapolis 

Pacitie Crown, San May, Lov 25 471,000 53,540 
Francisco* 

Pioneer, ALlanta Dec., F971 5, F124 000 82,11 

Dave Strieffer, New ». WOx2 4,612,000 234,000 
Orleans** 

Best Brands, Las Vegas 197 9,197,000 (380,023) 

& BR. Liguer, i 12,030,000 68,855 
Jacksonville 

New England Liquor, 1973 8,476,000 (29,148) 
.Oolyoke 
2 9S.., Kansas. City, 1973 3,194,000 12,851 


vden State (Crown), 1973 20,044,000 108,000 
Noon s 

Eddy & Fisher, 1973 6,451,000 53,735 
Providence 

Capitol, Trenton LO 73 7,680,000 73,514 

C-K Distributors, 1974 — 72,563,000 27,863 
Kansas City, Kan. 

Franchise Distribu- 1974 we 27,349,000 225,379 
Ors, . Denver 

Kansas City Wholesale, 1974 2,744,000 15,000 

ie Kansas City. “MO. 

National, Newark, N.J. 1974 7,049,000 18,135 

‘General Wine, New 1974 6,058,000 (39,386) 
Haven eeu . 

Freeman Distr., 1974 
Arlington, Va. 

Ak*G.A.M., Portland, 1974 

Ore. 


* Reported figures reduced Geficit t6-$120,237 « 

** Reported figures are consolidated figures for Dave 
Strieffer's parent and its other subsidiaries, as well as 
Dave StriecEter . 

*** These companies sold wines only. No figures are avail- 
able for; them. 


Plaintiffs’ Exhibit 50 


Stipulation and Protective Order 


UNITED STATES DISTRICT COUKT 
SOUTHERN DISTRICT OF NEW YOK 


HAROLD S. LEE 
ESTER LEE, 
FLALPTLF E'S 72 Civ. 232 (CHT) 
Plaine vets, 


: ST1PULATION AND 
-against- PROTECTIVE ORDER 


E. SEAGRAM & SONS, INC., 


Defendant. 


Subject to the approval of the Court, it is hereby 
Stipulated by the undersigned attorneys for the parties, that 
this protective order shall be entered with respect to certain 
raunaneial data furnished by defendant in answer to plaintiffs' 
Interrogatory 2, as sworn to on June 11, 1975, and thereafter 
filed with the Court: 

Ll Said answer to plaintiffs' Interrogatory 2 and 
pages’ of the trial transerppt or other portions GE the 
record placed on file with the Court cuntaining references, 
if any, to the financial data therein shall be sealed and not 
available to the public. 

2. The parties may refer to such financial data in 
open court Guring the course of the trial for the purpose of 
examining witnesses and arguiny to the jury, but the Court 
will instruct the jurors not to disclose or discuss such 
financial data other than solely in connection with their 
deliberations among themselves in reaching a verdict herein 

3. | Plaintiffs’ counsel will not diselose such 
financial data to third parties except that, to the extent 
necessary to prepare and try their sane, they mey discuss 


such financial data with the plaintiffs and/or such other 


persons working directly with counsel in so capeesneee 


plaintiffs, but counse! are to advise all such persons that 
by the provisions of this order they are not to disclose such 


financial data to any other person. 
4. Where necessary for counsel for the parties to 


cite such financial data in any briefs or other papers filed 


with this Court or any reviewing court, they will do so only 


in those copies actually filed with the court and served upon 
each other and plaintiffs’ counsel agree to acquiesce in 
defendant's appiyceat.en to any reviewing court to have such 
financial data sealdd. and ‘treated on an in camera basis by 


Ri hd gs 


such court. 


WHITE & CASE 


Attorneys for Defendant 


So Ordered: 


Plaintiffs’ Exhibit 51 


Letter Agreement Between Manufacturers Hanover Trust 
Company and Joseph E. Seagram & Sons, Inc. 


(November 21, 1972) 


572-7000 
AREA COO 212 


re sy > &, 205 
Joseph 5. Seagvam & Sons.due. 


EXECUTivte OFFICES 


3:75 PARK AVENUE © NEW VYORKWN ¥Y 10022 


November 21, 1972 
Manufacturers Hanover Trust Company 
350 Park Avenue 
New York, N.Y. 10022 


Gentlemen: 


This Agreement is being delivered to you by the undersigned 
in order to induce you to make loans from time to time to Capital 
City Liquor Corporation ¢€'CCLC") up tu a prineipal amount not. to 
exceed $1,000,000 at any one time outstanding, to be evidenced by 
promissory notes having a 90-day maturity and which may be renewed 
from time to time on terms satisiactocy to you (the "Obligations"). 


We own 100% of issued and outstanding Preferred Stock of CCLC. 
In order to induce you to extend the credit to CCLC, which is des- 
cribed in the preceding parazraph, we hereby agree with you as 
follows: 


Le So long as any Obligation shall be owed to you by CCLC, 
we will continue to own, beneficially and of record, not less than 
100% of the issued and outstanding Preferred Stock of CCLC, free 
and clear of any lien, encumbrance, charge or any security inter- 
est whatsoever. 


fn So long as any Obligation shall be owed to you by CCLC, 
we shall cause CCLC to maintain at ail times a tangible net worth 
(determined in accordance with generally accepted accounting prin- 
ciples) of not less than $600,000; and, in order to enable CCLC 
to do so, we shall from time to time, whenever the same shall be 
required, either make loans to CCLC (which are subordinated to the 
Obligations in a manner satisfactory to you), make capital contribu- 
tions to CCLC or purchase additional Preferred Stock of CCLC. 


om The undersigned hereby consents and agrees that you may 
at any time and from time to time, without notice to or further 
assent from the undersigned, and without in any way affecting or 
releasing the liability of the undersigned hereunder, (i) extend or 
change the time of pay;went or manner, place or terms of pvayment of. 
any Obligation, and (ii) exchange, sell, release, surrender or 
otherwise deal with any collateral which may at any time secure any 
of the Obligations. ; 
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; T£ you shall at any tiwe bring an action against the 
undersigned to recover «ny loss, camage or expense incurred by you 
as a result of a cefaule by CCLC with respect. to an Obligation, 

and if at any tine curinz the period that such loss, dainage or 
exnense was incurred, tiie undersigned shall have been in detault 

in the performance of its obligations under Pacagraph 2 hereof, 

it shall be conclusively presumed for all purposes of such action 
that all of such loss, damage or expense resulted directly from the 
failure of the undersizacd to weet its obligations under said 
Paragraph 2 hereof. 


4 


oe The undersigned represents and warrants that. 


(a) it has full power, authority and legal 
right to execute and celiver this agreement 
and tu perform and observe the terms and 
provisions hereof; 


(b) the execution, delivery and performance 

by the undersigned of this agreement have 

been duly authorized by all necessary corpor- 

ate action, require no approval of or rezistration 
with any governmental body, authority, bureau or 
agency, anc do not violate or contravene any law 
or any order of any court or governmental agency 
or the certificate of incorporation or by-laws 

of the undersigned or any inceature, agreement 

or other instrument to which the undersigned is a 
party or by which it or any of its properties 

may be bound; and 


(c) this agreencnt is a leyal, valid and binding 
obligation of the undersigned enforceable in ac- 
cordance with its terms. 


6. This agreement shall be binding upon the undersigned, 
its successors and assigns and shall inure to the benefit of and be 
enforceable by you, your successors and assigns. This agreement 
shall be deewed to ve a contrac: under the law of the State of New 
York and for all vur,oses shall be construed in accordance with the 
law of said State. 


7. None of the terms, provisions or covenants contained herein 
may be waived, altered, modified or awended exce»t in writing duly 


signed by you. 


Very truly yours, 


: ea 
JOSEPH E, SEAGRAM & SONS, INC, 
Le on 


” Ligt 
a 


Defendant’s Exhibit B 
Letter to Jack Yogman from Arthur L. Lee (April 10, 1971) 
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Defendant’s Exhibit C 


Internal Revenue Form 966 for Lee Industries, Inc. 
(October 27, 1970) 


4 
As Ey © 
ie | RETURN OF INFORMATION TO BE FILED BY CORPORATIONS WITHIN 30 DAYS 
Ey Phaeae  Piagoctat AFTER ADOPTION OF RESOLUTION OR PLAN OF DISSOLUTION, 
ts VREASURY DEP AK EMENE OR COMPLETE OR PARTIAL LIQUIDATION 


Viste etnal Re veunie Service 
i bol asl 
(Uadter Sechium 9044 of the tntemul Revenve Code) E 1 1 tH] 
OO cette ett 


Ploaso Type cr Print P ainly 


Nume of Corporation Brg bh pet te titi: ate ot ttn bact 


_Lee Industries, Inc. (formerly Capitel City Ligne Cos, Inc.) | 53-008626. _ 


Nueeteact sind otrecet Hust office, county, Stute, counley 
201 Cathedral Ave.» nw. : Washing tom, D.C. 20016, OSehe 


us 5 , fb thee See 


Date incorporated 


___ September 17, —_—_—_ 


2. Place un orporuted . 


Delaware 


° - + o9 
3. District Orrector with whom last mecome tux furstriet Director 


return wo. tiled and taxable year covered iP i) ad } 
hereby = phis, Pa. 


= > 


go See nd MRL el ego LR nC ea Polar es at seals plies Si are aneas 
4. Date of adoption of resolution or plan of d ia setae or complete of partial liquidation 
; fi 


‘ 


_September 3, ae Teas Bailar tage Negus 


Conumon Preferred 


§. Total shares outstanding oe | 10,000 


plan, give dute such return was tiled ——~—_____- es Saatartsiae csc ie it i ie 


os 
os 


8B. LIQUIDATION WEEUIEN ONL CALENDAR MON TIE. Ut adopiien ob the phan ot heen, together se the number of shares of 


the cert poratiat as a clorteste Conpanatin, ane thre pobane cot Pueqennebateene cachodass ab stack aowoacd by cach shavehpldes, the cemtlicate aum- 
provides for a cebstibation to camrpbete eae Hatin on pecleupotiou cat fers thereat, amd the total number of votes to which entitled on the 
all the capetal stock af the corporation and: for the traustes cb all thee adopiion al the plan at liquidation ; and 


Coopenty cof the comporiton under the Tequtebation cre Wyo within 
. , y ve 4 te 
teene caleaihar ementh pursuant to section F445, and sey share ro) A dist of all conparate shareholders as of January 1, 1954, to 


les charms the benetit of such secttoa, thea the fothowrag caforiies vother with the number of shares of each class of stock owned by 

ton taaist alse fe submited cach such shareholder. the certitigate numbers thereof, the total 

rersboes ob vaten ta whee & Mcavitled on the adoption of the plan of 

Hpdation. ane a statement of all changes in ownership of stock by 

Corporate shateholders: between January J, 1954, and the date of the 
thes ON dase cof Tb hie sdeacedvdebers Oeste ster het tbe tener cd tte adoption ob the phan at Hequidation, both dates inclusive 


tap Noclese ription af dhe cotiuag power ot ose Hy chess cob steak 


eee LN LC LC 


a 
Attach hereto os o part of this return a duly certified copy of the resolution or plon, together with all amendments thereof or supple- 
ments thereto, if not heretofore filed. ~ 


SIGNATURE AND VERIFICATION ‘ yes: ns 2 


s 


1 declare under the penulties of perjury that this ceturn (including any accompanying schedules and statements) has been made 
on proper uuthorization, hus been examined by me, amdis, to the best of my knowledge and belief, a true, correct, and complete 
return, mude in good fuith, pursuant to the requirements of section 6043 of the Internal Htevenue Code and the regulations :ssued 


thereunder 
Na ME corporate | 
y of Corpofation ie : ) 
AP oot occ Annan een CER eter pete Oe ee € fri : 


(Signature of officer (Title) 


COLL COLL LLL LL LN 


INSTRUCTIONS 


1. ‘Phes form as to be dscd by a corporation tendering a eet al Poec ae tibeed ran neygece took satay vesolumon On pha. a tetiin te tespect ol 
information wader section GOES ob the aaa Reveue Crrk Such WO oemelment on sapplement therete wall toe heeimedd sertticnenat oh at 
return shall be filed wath the distace director tar the clistrct im whieh waves the hate (he peer eetuen aves the seeped camatemnes a chads corte 
the income tax retuen af the corporation: iy filed. swathea VO hays after ftesh capes ob seech seneucleent on Supplement and all other LG eee 
the adoption ofa resolution on plan, ie tuchig any ae ryetervens these Fon eeepc’ By thas fasia whieh wats not Bevery Tn site ho witor retin, 
or supplement thereta, for at te respect al thre: cbasseotestecms col thee 
Carporaticny cor the qencation ab the whale cn ceny poeet ab ots capetal 
stock 


$ Phe return aust be signed esther by qhe president, vice press 
thent. Heaseres. assistant treasurer on chieh accounting offtcer, oF by 
any other corporate atheer (such as tax otherr) who ts suthorzed: to 

DP ON tbee sefeertvaetiee cobheal foe toy thes fee stat be seepopobte et ane sien A PCCCINOE, HRUISHOG, on tssyghtee Inuist MEN aly Tehuirn which he 
oletasl Ace cpededetneonnal streets, ab gee eneany Ul ce ve tenean dees cobee coeds ts veqquined to file on Voc brealf col ca coor geen adn 


od)” elt i a la ile ST ee 


TUE EMUMOR ME Bereet eden. eet ote NO SOD Form 966 «Rev 5-61) 


Defendant’s Exhibit D 


Certified Copy of Resolution of Board of Directors of 
Lee Industries, Inc. (September 3, 1970) 


Ss 


| 


CRRTIPIED COPY OF RESOLUTION OF BOARD 
OF DIRECTORS OF LEZ INDUSTRIES, IC., 


DEFENDANT'S A DELAWARE CORPORATICW, PORMERLY FWOWN AS 


i oe. 


—————-SAPATOL CITY LIQUOR CO, THC, 


I, Kester A. Lee, Secretary of Lee Industries, Inc., 


a Deleware Corporation, formerly known as Capitol City Liquer Co., 


Ina., do hereby certify that the following are true and exact 


jexcerpts from the minutes of a special meeting of the Board of 


Dixecters of said corporation held on ___ September 3, 1970 ns 
1970, ali of said Board of Directors being present and voting and 


;Wnich vote has not been rescinded: 


“RESOLVED, That in the judgment of the Board 
of Directors of the corporation it is deemed 
advisable that the corporation be liquidated 
and dissolved; and it was further unanimously 


“RESOLVED, That the proper officers of the cor- 
poration be and they hereby are authorised to 
take the necessary steps to liquidate and dis~ 
@Olve the corporation; and it was further 
unanimously 


“RESOLVED, That after providing for all proper 
Gebts of the corporation and also for possible 
unknown contingent debts, the remaining assets 
of the corporation be distributed to the stock- 
holders of the corporation; and it was further 
unanimously 


“RESOLVED, That the proper officers of the cor- 
poration be and they hereby are authorised and 
directed to pay all such fees and taxes and to 
do or cause tc be done such other acts and 
things «s they may dees necessary or proper 

in order to carry out the liquidation and 
dissolution of the corporation, in complete 
exchange for the outstanding capital stow, 

of the corporaticn within the twelve month 
period beginning Septembar 3, 1270 

1970, pursuant to Bection 337 of the Internal 
Revenue Ccde,.” 


Defendant’s Exhibit E 


Plaintiffs’ Verified Answers to Defendant’s Interrogatories 
Numbered 1, 3, 4, 5, 8, 9, 10, 14, 18, 25, 28, 30, 31 and 35 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF MEW YORK 


{ 

oe S. LEE, ERIC LEE and 

LESTER LEE, 

t 72. Civ. 232 (CHT) 

Pintatite, «© 2 4 fe 
PLAINTIFFS‘ ANSWESS 

~- against - TO DEFENDANT'S _ 

INTERROGATORIES 


\ 


; -JOSEPH E. SEAGRAM & SONS, INC., 
Defendant. 


i as Oo en en oa ti, ‘i 
Definitions 


"Distributorship" shall mean a wholesale business of 
: supplying alcoholic beverages to retailers for resale to con- 
; sumers and to outlets for the on-premises consumption by con- 


sumers of such products, together with its assets. 


*ributor' shall mean any/or all of the owners or 


' principals of a distributorship. 


"yranchise" shall mean the right granted by a distiller, 
importer or other supp)ier of alcoholic beverages to distributors 


to deal in and market one or more brands of such beverages. 


“Pliintiffs" shall mean Harold s. Lee, Eric Lee, and 
‘Lester Lee, both singly and collectively and including any repre- 


; sentative acting in theic behalf, except for present counse'’, 
“Lee™ shall mean plaintiff Harold §. Lee. 


“The three Lees" shall mean plaintiffs. 
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| INTERROGATORY lis 
i State the basis for the allegation in paragraph 7 @£ the 
‘Amended Complaint that Harold S. Lee, Lester Lee, and Eric Lee 
purchased their stock in Capitol City in order "to satisfy 
Seagram's desire to have a strong and friendly distributor outlet 
li in the District of Columbia area for Seagram products," including 
'the facts on which plaintiffs predicate this allegation. 
| ANSWER _TO_INTERROGATORY 1. 
Lee was, and was known by defendant to be, an unusually 
competent businessman possessing a great deal of expertise in the 
| business of liquor distribution. Lee was also personally known 
hee and friendly with, many officers of defendant. Moreover, he 
| 
was known to be loyal to Seagram products, having been with the 
| company for almost 30 years, including 4-1/2 years as head of 


‘adpecitatins important Calvert Division. Defendant was particularly 


' pleased to have a person of Lee's caliber, and one who was both 


| generality well-regarded and friendly to defendant on both a per- 
| 


i 


| 


,torship for most Seagram products in such an important territory 


sonal and commercial basis, as a principal in the sole distribu- 


i the District of Columbia. 


{ Plaintiffs base this allegation on the numerous contacts 
| 


|| they had with defendant over the years, from the time Lee first 
t 
|, became an employee of defendant, up through the time shortly 


‘before the original Complaint in this action was filed. 


: 
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‘ 


I 

i INTERROGATORY 3. 
| State whether the contract alleged in the First Claim of 
|| the Amended Complaint and realleged in the succeeding Claims 
|thereof by which defendant purportedly agreed to obtain and re- 

| locate the plaintiffs in a "similar distributorship" within "a 
reasonable time'' was oral or written. = 


| 
| 


(a) If written, state the substance of all the terms sada 
|lconditions of that contract, its date, the signatories, and in 
whose custody, possession or control all such writings claimed to | 
memorialize that contract and to bind defendant are now (in lieu | 
‘of so stating, copies of each such writing may be attached to your, 
answers}; and 


| (b) If oral, identify all comnunications between the 
liplainciffs and any representative of the defendant which plaintiffs 
i'claim establish the existence of the alleged contract, stating as 
| to each such communication the date, the place, the persons | 
‘present, and the full substance of such communication by each ' 
[ person (including whether or not there was any reference to the | 
{time within which defendant was to perform its alleged obligation; | 
|| the geographic location of the distributorship to be obtained for | 
plaintiffs; for what brands of alcoholic beverages that distribu- 
torship was to have franchises; whether that distributorship was 
l to have exclusive franchises in its trade area; the sales volume, 
profit and growth trend of that distributorship; the price to be | 
paid by plaintiffs for such distributorship; any specific distrib-| 
utorships which were then for sale or were believed might become 
| available for sale). 
| 


ANSWER TO INTERROGATORY 3. 


| (b) (i). In or about early June 1970 Lee visited Jack 


it Yogman (hereinafter "Yogman''), then defendant's Executive Vice 


| President, at Seagram's offices in New York City. Lee stated he 


| This eencuder was oral. | 
| 
| 


| 
| had heard that Seagram desired to acquire a distributorship for 
| 


as Carter. Lee expressed. a willingness to sell on the part 
| 
t 


{ 
! | 
'of the owners of Capitol City, but only on Seagram's promise to | 
raat 
: : 
it 1 
| | 
| 
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| 


provide another Seagram distributorship for the three Lees at a 
| 
! different location. Lee specifically stated he would not dis- 


cuss this proposed sale further unless Seagram agreed to provide 
: 


} another Seagram distributorship for the three Lees in the event 


| of a sale. In response to this Yogman immediately told Lee there 


i and also a Seagram distributorship for sale in Minneapolis; Yog- ; 
| 
man recommended both those houses to Lee, and stated that Seagram 


| 


| saaie force the owner of the Minneapolis house to sell. The only 


, was an exclusive Seagram distributorship for sale in Rhode Island, 


persons present were Lee and Yogman. There was a explicit refer- 
, ence to the period of time which Seagram would have to relocate 
| the three Lees, to the location of the distributorship, to whbeb 
emule it would carry, or to its profits, sales volume, growth 
trend or price. Lee stated to Yogman that the three Lees desired | 
la distributorship with an exclusive territory, if possible. ses 


| 
i terms were implied by the circumstances surrounding the transac- | 


tion, -including the long history of prior dealings between the 


| 
i 
| 
} 
\ 
| 
i 


{ Z r 

| (ii). In or about the middle of June 1970, John Barth, 
il 

4 then defendant's Vice President, visited Lee at Capitol City in 


i 
{ 
{ 
| 
ae 
j Washington, D.C. Barth stated that Seagram was interested in 
i | 
| Purchas ing Capitol City. Having previously obtained from Yogman, 
iH 
who was Barth's superior, a commitment to provide another dis- 

| 

| 

| 


tributorship for the three Lees if Capitol City was sold, Lee did 
| not seek such a commitment from Barth. Barth did not indicate 
‘whether he had discussed that matter with Yogman. Nothing was 


said about the amount of time Seagram would have to provide a new 
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. Z | \ 
: | 
distributurship for the three Lees, or about the details of the 


oe distributorship, or whether any acceptable distributorships 
| 


| were available. Only Barth and Lee were present at this meeting. 
| 


} 
(iii). In or about late June 1970 Lee, and other owners 
| 

jot Capitol City, visited Seagram's offices in New York City. Ther 


| 


they negotiated the price to be paid for Capitol City with a 
\ 
ae team apparently headed by Mr. Fieldsteel. A price was 


| 
‘agreed upon and soon thereafter papers were drawn. In this con- 
| 


| 


; 
| (iv). On several occasions subsequent to September 30, 


versation the matter of the new distributorship was not discussed. | 


i 
1970, and prior to June 22, 1971, Yogman admitted to Lee in Sea- 


-_ New York offices that Seagram was obligated to provide 
| another Seagram house for the three Lees. Nothing was said on 


these occasions about size, location, brands carried, price, sales 


| 
\ 
| 
| 
, profit, growth trend, or exclusivity of territory. On 


most such occasions Lee and Yogman were alone. On one such visit 


| 


| che three Lees, and on this occasion Lee informed him that if the 


three Lees did not have their capital re-invested within one year 


| 


: i 

— admitted to Lee and Eric Lee that he had a “commitment" to | 
{o£ Capitol City's sale, they would suffer adverse tax — 
| 

{ 


| . 


{On some occasions these conversations were transacted by telephone 
During this period, Lee asked many times about the availability 


j}of houses, but was continually put off by Yogman. On a few such 


| 


, occasions Yogman mentioned the names or locations of Seagram 
i 


| atseribucorships which were available. 
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(v). On one occasion between September 1970 and May 
o7a, Lee spoke with Edgar Bronfman in Seagram's offices in New 
York City. Edgar Bronfman reaffirmed Seagram's obligation to pro- 
vide a Seagram distributorship for the three Lees. Nothing more 
was said as to this matter in this conversation. No one was 


"present except Lee and Edgar Bronfman. 


(vi). On June 22, 1971, the three Lees visited Yogman 
in his New York City office. When Lee informed Yogman that the 


three Lees would suffer adverse tax consequences if the new dis- 
| 
ltributorship were not provided by July 31, 1971, Yogman reaffirmed | 


formed them he would regard July 31, 1971, as his "deadline", and 


| would have the new distributorship for the three Lees by then. 
| 


|No discussion was had as to details concerning this matter, al- 


is the identity of the available houses may have been discusse 


(vii). At no time prior to the filing of the original 
[Complaint in this action did any representative of Seagram deny 


| Seagram's obligation to provide a new distributorship for. the 


| 
 Seaerons commitment to provide another Seagram house, and in- 


three Lees. 


| 
| 
|| INTERROGATORY 4. 
i 


State fully the extent of the obligation plaintiffs claim, 
the alleged contract placed upon defendant to obtain “a similar | 
| distributorship" for the plaintiffs, including but not limited to | 
such factors as the geographic location of the distributorship; 
' €or what brands of alcoholic beverages the distributorship was to | 
i have franchises; whether the distributorship was to have exc lus ive| 
’ franchises in its trade area; the sales volume, profit and growth | 
| trend of the distributorship; the price to be paid by pleintiffs | 
| for the distributorship; when the “reasonable time” within which 

‘ heshinin ane was obligated to obtain a distributorship for plaintiffs 


expired; and state the facts upon which plaintiffs ee thes 
claims. 
ANSWER TO INTERROGATORY 4 
In the event that Capitol City was sold to Seagram, 
defendant was obligated under the oral agreement to provide for 
plaintiffs within a reasonable time a Seagram distributorship, 


exclusive if possible, whose profit was very roughly of the same 


order of magnitude as one-half that of Capitol City. It was 


implied in this agreement, by the circumstances surrounding | 
it (including the long history of prior dealings between the aul 
ties) that the distributorship would be located in a suitable | 
place; that, in terms of number and customer appeal, it would 
carry significant Seagram brands; that it be profitable or had ane 

" potential for sizeable profit; and that the three Lees would pay 

| no more than a reasonable price for the distributorship. There 
was no discussion regarding the sales volume, or when the reason- 
able time would expire. The three Lees did, however, on June 22, 
1971, ~— Yogman that the tax advantage on their proceeds from 

| the sale of Capitol City would expire on or about July 31, 1971; 


| and prior to June 22, 1971, they informed Yogman that their tax 


er would expire one year after their sale of Capitol City. 


Plaintiffs predicate these claims on the circumstances 


surrounding the transaction, including the fact that the three 


| ON numerous occasions over many years in many business transac- 
i 
| tions, including Lee's long tenure as a responsible high official 


| 

t 

{ 

| 

T.ees, and in particular Lee, had previously dealt with defendant | 
i 

| 

| 

| 


of Seagram, and had generally found defendant to be reasonable and 


ij A 
eves in its prior business dealings with the Lees. 


1 


| 
, INTERROGATORY 5. E 121 


' 
t 
‘ 


\ State whether plaintif{s claim the alleged contract 
obligated defendant 


| (a) To obtain for plaintiffs an existing, viable dis- 
ne including franchises held, inventory, physical 

|| assets (including warehouse, equipment, trucks, and so on), 

[ eopteyees and good will, or obligated defendant merely to grant l 
one or more of its franchises to plaintiffs to assist them in 
|, establishing a new distributorship not theretofore in business, 

| 

| | 
| 

{ 


t} 

| (b) To obtain for plaintiffs a distributorship even 
though none of the owners of distributorships holding a franchise 
or franchises from defendant was interested in selling; 


| 
(c) To obtain for plaintiffs a distributorship even 
though none of the distribucors holding a franchise or franchises 
' from defendant was willing to sell upon the terms and cond tions 
; plaintiffs were willing and able to offer; | 
i (d) To obtain for plaintiffs a distributorship accept- 
' able to them as determined in their sole discretion; | 
| 
| 
| 
| 
| 


I! (e) To obtain for plaintiffs the first available dis- 

‘ tributorship meeting the criteria set forth in plaintiff's answer 
to Interrogatory 3 regardless of any interest (other than improp- 
erly preventing its purchase by plaintiffs) defendant: might have 
in that particular distributorship's being available to some other, 
purchaser; 


| (£) To do more than give notice to plaintiffs of the 
' availability of a distributorship meeting the criteria set forth 
j; in plaintiffs' answer to Interrogatory 3 in the event that plain- 
4 tiffs, for any reason not attributable to defendant, fou. such 

| distributorship unacceptable to them or were unable to negotiate 
| its purchase on terms and conditions mutually acceptable to 

i| plaintiffs and the owners of that distributorship; and 


(g) State the facts upon which plaintiffs predicate 
these claims. 


" ANSWER TO INTERROGATORY 5. 
(a) The oral contract obligated defendant to provide 
ee plaintiff an existing distributorship, including all assets 


' and good will except for non-Seagram franchises. 


(b) Both Yoginan's and the three Lees's experience in 


the liquor distributorship business was more than sufficient for 


~h« 
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, F 
pesrcunstanees to exist as to every desirable Seagram distributor- 


| 
| 
| ee Seagram had over 400 houses in the United States, and i 
lYopman at one point informed the Lees that typically eight or nk 


| 


jSeagram houses change ownership each year. Accordingly, this was 


| 
| 
‘never considered by plaintiffs and the point is moot. 


| 


(c) Plaintiffs take no position on this point because | 
| 


| 
Wit never entered their thinking. The three Lees were willing, 
| 
ready and able to pay a reasonable price, and desirable Seagram 
i : ! 
{houses change hands continually. In fact, Yogman had informed the 
i a 
" three Lees that eight or nine Seagram houses change hands in a 
{i ‘ 
| 
i 
{ 
| 
i 
| 


i typical year. 
(d) No. 
(e) Yes, to the extent Seagram could lawfully do so. 
(f£) Yes. 


{g) Plaintiffs base these claims on the circumstances 
|, surrounding this transaction, including their past history of 


i! dealing with and for defendant, as described in Answer to Inter- 
| 


| rogatory 3, supra. 


| 

| INTERROGATORY 8. 
| 
| Identify each distributor not identified in answering 
il Interrogatory 7 contacted by the plaintiffs for the purpose of 
1 exploring the possibility of plaintiffs' purchasing his dis- 
emery and as to each 


between such distributor and the plaintiffs relating, directly or 

l indirectly, to the sale of his distributorship, stating as to each 

such communication the date, the parties, whether written or oral 
| and the full substance of such communications by each party (in | 
eae of so stating as to each written communication, a copy there- 
f 


| 
| 


| (a) Identify all communications through the present 
{ 


of may be attached to your answers), and 


(b) What negotiations took place and whether the terms 
' asked by such distributor were acceptable to or agreed to 
| (specify which) by the plaintiffs. 


wANSWER TO _INTERROGATORY 8. 


1i 
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Lee contacted several other persons who either owned 


ll interests in Seagram distributorships or might be knowledgeable 


i 
| 
{ 


;, as to which Seagram distributorships were available. Except as 

described infra, it is not known whom Lee contacted. Lee con- 
,tacted Joe Medulla in Tampa, Florida and Harry Maret in Georgia. 
| 


It is believed that these communications were by telephone, and 
; | a 
i that Lee asked whether the other party knew of any Seagram houses 


| for sale. The date of these communications is not known. 


In or about February 1971 Lee telephoned Jerry Laskin, 


owner of a Seagram house in Holyoke, Mass. Laskin expressed 


an interest in selling his house. In or about February 1971 Lee 


and Lester Lee visited the Laskin house in Holyoke. Despite 


the fact that the annual net profit before taxes was only about 


| 
| 
{ 


$200,000, Laskin wanted about $1,000,000 for good will. The 
Lees informed him that the figure for good will was too high, and 
attempted to negotiate it down. The Lees rejected Laskin's 
offer, bit remained in telephone communication with him for 


‘ several months thereafter on the chance he might significantly 


mee ence + se pee A a ee 
eS Oe re oe as one a ae a 


| modify his position. The only written communication which plain- 

| 
tiffs recall was composed of financial data shown to the Lees, 
‘and which was either never given to them, or was returned to 


Laskin shortly thereafter. 


In or about early August 1973, Andrew Zingale, then a 
' Seagram executive, telephoned. Lee to inform him that Messrs. Katz 


and Elion, owners of a Seagram distributorship called Country 
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' Club Soda, Inc., in Springfield, Mass., were interested in sell- 

ing. Zingale was interested in purchasing an interest in that 
i house, if the three Lees would purchase a majority interest. The 
i three Lees and Zingale met in Springfield in or about August 1973 
| with Mr. Elion and his lawyer, Pearl Wallace. Also, on one oc- 
ii casion Eric Lee spoke by telephone with Ms. Wallace. There were 
ll several elements of the offer to which the Lees could not agree. 
l years at a high salary; another was the fact that the owners 
| ings; and a third was the fact that the company's growth’ was pri- 
i marily in its soda packaging and distributing activities, rather 
| than in liquor distribution. The Lees communicated their rejectio 
to the offer through Zingale in September 1973. There were no 
| wetbinas involved except for a financial statement shown by Zingalé 
! to the Lees; this statement had been sent by the distributor to 


; Seagram, and was either not given to the Lees, or was returned 


8 


(' shortly thereafter to Zingale. 
On July 2, 1974 Lester and Eric Lee met with Mrs. Muriel 


i , , 
‘Fine, a principal of Colonial Liquors, a Seagram house in Brockton 


u Mass. Her accountant was also present, and Mrs. Fine provided the 


: Lees with very detailed financial information. The Lees, while 
“willing to pay at least book value plus three times the distrib- 


1 


{ 
‘utorship's last year's after tax earnings, were unable to come to 


H 
‘an agreement with Mrs. Fine on price. 
i! 
‘ 


| : 
LINTERROGATORY 9. E 126 


| Yientity each owner of a business other than an alcoholi 
| beverage distributorship contacted by the plaintiffs for the pur- 
!'pose of exploring the possibility of plaintiffs! purchasing his 

, business and as to each 


i 
| 
| 
(a) Identify all communications through the present | 
lbetween such owner and the plaintiffs relating, directly or in- | 
directly, to the sale of his business, stating as to each such 
| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 


communication the date, the parties, whether written or oral and 
the full substance of such communication by each party (in lieu 
of so stating as to each written communication, a copy thereof 
may be attached to your answers); and 


(b) What negotiations took place and whether the terms 
asked by such owner were acceptable to or agreed to (specify 
which) by the plaintiffs. 


| 


: 


| 
| 


eames ee ee ee ree oes eet 
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ANSWER TO INTERROGATORY 9. : 


In winter or spring of 1971 the three plaintiffs met, at | 

the Washington, D.C. offices of Arent, Fox, Kintner, Plotkin & 

| Kahn, with Alan Bratman, the principal of Market Tire Co., lo- 

| cated in or near the District of Columbia. Plaintiffs' account- 
ant met subsequently with an accountant representing Market Tire. 
Plaintiffs examined financial data supplied by Market Tire. No 

| acceptable terms of sale were present d. So far as plaintifis 

» recall, the only writings involved were those embodying finan- 

; Cial data, and none are now in the possession, custody or con- 


1 trol of plaintifts. 


In Spring .1971 plaintiffs met with Samuel Littman, 


li President of American Paint Company, at its plant on V Street, 


‘N.E., Washington, D.C. No acceptable terms of sale were pre- 
sented. No writings other than those embodying financial data 
were involved, and none are now in the possession, custody or 


{ 
i control of plaintiffs. 


|, INTERROGATORY 10. 


4 State whether plaintiffs know of any distributorship 
i which, during the period which plaintiffs claim was the “reason- 
table time" within which the alleged contract obligated defendant 
to obtain a distributorship for them, held one or more franchises 
ll from the defendant but not rom any other supplier of alcoholic 

| beverages, and if so, identity by name and location each such 

|| distributorship. 

| 
i| ANSWER TO INIERROGATORY 10. 

|: 

Plaintiffs know of no such distributor. 


i} 

fInterrogatory 14. 

{ 

‘ In alleging in paragraph 27 of the Amended Complaint that: 

defendant unlawfully withheld "consent to plaintiffs' attempt to 

‘purchase the Rhode Island distributorship," do plaintiffs claim | 

‘that (a) the alleged withholding of consent was the breach of con- | 
| 
| 
| 


‘tract upon which they sue, (b) defendant was obligated to secure 
what particular distributorship for them, and (c) defendant would 
have fulfilled its alleged contractuai obligation to them by con- 
senting? If so, state the facts upon which plaintiffs predicate 
‘such claim. 

| 
ANSWER TO INTERROGATORY 14. 


! 
‘ 


| 
| 
: (a) Seayram's withholding of this consent, either per sel 
er in conjunction with other acts of defendant, constituted a | 
breach of the oral contract; | 
¢ 

(b) Defendant was obligated to provide for the three | 

‘ 


€ 


ees ae 
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Lees that distributorship or another of similar or better caliber 
4 


( 
land was obligated, at the very least, 


‘ 


| er ; ‘ 
le{forts to obtain such a distributorship; 


| 


| (c) Defendant would not have completely discharged its 


not to impede plaintif{s' 


| 
ee under the contract by consenting to the three Lees ' 


es of that distributorship. 


i 


4 
| 


( 
( 


INTERROGATORY 18. 


State the basis for the allegation in paragraph 26 of 
the Amended Complaint that "Seagram's promise to relocate the 
Lees was made before . . - the sale of Capitol City's assets and 
good will," including the date such promise was made, by whom i 
was made, and the identity of each person present. 


ANSWER TO_INTERROGATORY 18. 
This promise was made by Yogman in or about early June . 
1970 in his of Fice in New York City; only Lee and Yoyman were 


present. Tt was reiterated as described in Answer to Interrofa- 
! 


f tory 17, supra. 


| ANSWER TO INTERROGATORY 24. 


| The entire proceeds from the sale of Capitol City's 


j assets and good will were paid into Lee Industries, Inc., and 


 Fenained in Lee Industries, Inc. until it was divested of sub- 
} 


j stantially ail of its assets. 
{ 


(i INTERROGATORY 25. 


State who all the. shareholders of Lee Industries, Inc. 
were both at the time any or all of the proceeds from the sale 
; of Capitol City's assets and good will were paid into it and at 

i Che time it was divested of substantially all of its assets. 


| 
: ANSWER TO INTERROGATORY_ 25. 


At the time that Lee Industries, Inc. acquired proceeds 


E ia2 


from the sale of Captiol City's assets and good will, its shares 
were owned by Harold 5. lee, Lester lee, Eric Lee, Henry Dio hee, 
Arthur Lee, and Arthur Lee as custodian for his two minor 
children. At the time Lee Industrics, Inc. was divested of 
substantially all of its assets, its shares were owned by these 


' same persons. 


| INTERROGATORY 28. 


With respect to the allegations in paragraph 26 of the | 
' Amended Complaint, state whether any stockholders of Lee Industries, 
‘ Ine., other than the plaintiffs incurred additional taxes because 

of its inactivity up to the time it was divested of substantially 
-@ll of its assets. 


4 ANSWER TO INTERROGATORY 2B.) 
On information and belief, no stockholders of Lee 


Industries, Inc., other than the three Lees incurred additional 


E tas. 
| 
eat because of its inactivity up to the time at which it was 
ii 

ji divested of substantially all of its assets. 

i 


| 
hens 305 


— (a) In connection with the allegation in paragraph 8 

| or the Amended Complaint that Capitol City “could not in any way 
sell, transfer or assign [its] franchise without the express 

i advance consent of defendant ,'' state whether the plaintiffs claim | 
| that such a condition was not imposed upon Capitol City by any of 
its suppliers of alcoholic beverages other than defendant, and if 
| so, specify each of Capitol City's suppliers which did not impose 
‘| such a condition upon it. 


(b) State whether the plaintiffs claim that such a 
. condition is not commonly imposed upon distributors by suppliers 
of alcoholic beverages other than defendant and, if sc, ne 


| 

| 

| 

| 

; basis for such claim, including the facts on which plaintiffs | 
| predicate that claim. - | 
| 

t 


jj ANSWER TO INTERROGATORY 30. 


! 


(a) Other large suppliers imposed such a condition on 
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| 
| 


Capitol City; however, no other supplicr was ina position to 


affect the survival of Capitol City. 


suppliers on distributors. 


| 

| 

\ 

(b) Such a condition is commonly imposed by large 
| 

| 

| 


eats 31. 
| 


\ (a) State the basis for the allegation in paragraph 33 | 
lof the Amended Complaint that “oral agreements between Seagram 
i and its distributors deprived the distributors of the exercise of 
{their rights to transfer their franchises without Seagram's con- 
igsent, and constitute unreasonable restraints of trade within the 
jmeaning of Section 1 of the Sherman Act, 15 U.S.C. §1," including 
yj the facts upon which plaintiffs predicate that claim and the 

i application of the law to thosc facts. 

H| 

(b) Do the plaintiffs make the same claim with respect 
to the provision in defendant's written distributor -franchise 

h contracts that those contracts shall not be assignable except as 

j seasendee in writing signed by defendant? 


tl (c) State whether the plaintiffs claim that they have 
— injured in their business or property by any other alleged 
ia of the antitrust laws by defendant and, if so, state the, 
| basis for that claim, including the facts upon which plaintiffs 
;, predicate that claim and the application of the law to those facts} 


ll answer TO INTERROGATORY 6 as 

tt ' 
.(a) Plaintiffs have learned that the agreements referred 
} to here are not oral, but are written, and are part of the fran- | 


i chise agreements. See Answer to Interrogatory 29, supra. 


(b) Yes. It is with respect to the provision in 
i defendant's written franchise contracts that parigraph 33 of the 


ee Complaint refers; these agreements were erroneous ly 


i 
| referred to as oral. 
| 


(c) The Amended Complaint does not state a claim for 
i 
1 


I 
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INTERROGATORY 35. 


By what date do plaintiffs claim the alleged agreement 
was made? 


ANSWER TO INTERROGATORY 35. 
While this is a matter of law, plaintiffs believe the 
contract was made when the sale of Capitol City was consummated. 


Dated: New York, New York 
Jane 13, 1975 


LAW FIRM OF MALCOLM A. HOFFMANN 


By 4h cel bb { 


i 

Attorneys for Plaintiffs | 
12 East 41st Street 

New York, New York 10017 

(212) 635-0535 


WHITE & CASE 

Attorneys for Defendant 
14 Wall Street 

New York, New York 10005 


VERIFICATION 


STATE OF NEW YORK ) 
Y "85.2 
COUNTY OF NEW YORK ) 


LESTER LEE, being duly sworn, deposes and says: 

1. Iam one of the plaintiffs in this action. 

2. Iam also a personal representative of the estate 
of Harold S. Lee, a plaintiff in this action, and I am authori- 
zed to verify these Answers in that representative capacity 
on behalf of said estate. 

3. I have read defendant 's Interrogatories. ‘iiese 
Answers thereto are true to my knowledge or are answered on 
information and belief, and as to those, I believe them to be 


true on the basis of information supplied to me. 


i! Sworn to before me this 


4 
fhe: day of June, 1975 


a8 2 (SEAL) 
ae s 

felis i fee ee et Oe 
Notary spp 


BEATRICE S. FOSTER 
Notary Public, Stat» of New York 
No. 321-9.564395 
Qualitid +. * +y York County 
Comm = set 2), 197. 


. 


| VERIFICATION 
i sie lal a 


ects OF NEW YORK ) 
7 ) ss.: 
COUNTY OF NEW YORK ) 


' 


ERIC LEE, being duly sworn, deposes and says: 


1. Iam one of the plaintiffs in this action. 
2. Zam also a personal representative of the estate of 


jpecete S. Lee, a plaintife in this action, and I am authorized 


ito verify these Answers in that representative capacity on 
! 


‘beha LE of said estate. 


| 
} 3. I have read defendant's Interrogatories. These 
I 
Answers thereto are true to my knowledge or are answered on 


lim formation and belief, and as to those, I believe them to be 
: 

1| 
, , i : 
itrue on the basis of information supplied to me. 


| 
| 
| 
| 
| 
| 


Sworn to before me this 
7 @ © day of June 1975 
ad 


} Nate de I ee Coe, 


Notary’ Public 


(SEAL) 


BEATRICE S$. FOSTER 
Notary Public, Stzt> cf Now York 
No 21-6364395 
Qualitied «sw Yark Count 
Cemn.i: Mra 4 teen Le 2) 167. 6 
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Defendant’s Exhibit X 
Lawyer Sach’s Suggested Numbers 


Service of 
within a 


’ Inc., 13 
v4 Lafa ette St., N York 1001 
a 


